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Editorial Comment 


BANKERS have no doubt rubbed 

their eyes on reading a recent ad- 
dress by Orval W. Adams, executive 
vice-president of the Utah State Na- 
tional Bank of Salt Lake City and 
second vice-president of the American 
Bankers Association. For this address 
was clearly sensational in character, 
and calculated to make somnolent 
bankers awaken to the situation as seen 
by Mr. Adams. 

The thesis of this address was that 
it is the duty of bankers to tell 
their depositors what is going on, and 
to warn them of the dangers which 
Mr. Adams discerns in certain govern- 
ment activities. It is not necessary 


here to explain what these poiicies are, 
for they are well known to bankers and 


others. They relate chiefly to expendi- 
tures, taxation, etc., and the result of 
these policies particularly as they may 
affect the safety of the banks and the 
welfare of their depositors. Any dis- 
position to criticise Mr. Adams for 
his forthright expression of his views 
may be dismissed at once. He is an 
American citizen and fairly entitled to 
the right of free speech. Furthermore, 
believing as he does that certain of the 
policies at Washington endanger the 
safety of the banks, he is only perform- 
ing a plain duty in calling this to the 
attention of his depositors. 

Mr. Adams, considering the large 
holdings of United States obligations 
by the banks, takes the position that a 
slight drop in the value of these se- 
curities would cause a material en- 
croachment on the capital of the banks 
holding them. But has he not over- 
looked two very powerful weapons 
available to the Treasury to prevent 
such a fall in the value of United 
States bonds? 

In the first place, with a “stabiliza- 
tion fund” of nearly $2,000,000,000, 


the Treasury could, if necessary, give 
strong market support to its bonds. 

In the second place, should it be 
considered more essential to protect 
the value of the bonds than to continue 
a policy of easy money, the interest 
rate on the bonds could be raised, and 
they would then be purchased in large 
volume by private investors. 

Mr. Adams does not see any great 
reliance for safety to be placed in the 
Federal Deposit Insurance Corporation, 
considering that United States bonds 
preponderate in its assets. 
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(5 OVERNOR LANDON has indicated 

that should he be elected President 
he would favor the appointment of a 
commission to make a thorough study 
of banking, and to report its conclu- 
sions as to desirable legislation. 

Whether Mr. Landon is elected or 
not, the idea of a commission of the 
character indicated is likely to persist. 
The suggestion has been repeatedly 
made in recent years. 

Curiously enough, some of the spon- 
sors of a banking commission have 
been loudest in their denunciation of 
government bureaus and commissions 
of various kinds. 

There is no insurmountable obstacle 
to the formation of a banking commis- 
sion at any time by those who favor 
such a device for dealing with our 
banking problems. Commissions of 
various sorts are already in the field, 
self-constituted by those who esteem 
their plan of economic salvation as 
being heaven-born. Those impelled by 
a similar urge can form a commission 
to study and report on banking legisla- 
tion. The acceptance of its conclu- 
sions by Congress and by the people 
generally is an altogether different 
matter. 
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The National Monetary Commission, 
after an exhaustive study, made a re- 
port and recommended a _ particular 
type of central bank; but the recom- 
mendation was ignored, and the Fed- 
eral Reserve created instead. 


© 
REMOVAL of double liability on 


bank shares is being urged on the 
ground that this would make bank 
stocks more attractive to investors, and 
thus enable the banks, by selling fresh 
shares, to retire their preferred shares 
and debentures held by the Reconstruc- 
tion Finance Corporation. 

Heretofore, the numerous bank fail- 
ures, resulting in some cases, not only 
in the loss of the amount invested, but 
liability to assessment in an equal 
amount, has tended to render bank 
shares unpopular. It is hardly likely 
that banks will fail in the near future 
to anything like the same extent as 
they have failed in recent years. With 


the removal of the double liability 


and the better prospects for fair banking 
profits, bank stocks should soon regain 
their popularity. 

The banks are acting wisely in their 
efforts to retire preferred stock and 
debentures, and thus to assure a greater 
chance of return to their common 
shareholders. 
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"TOWARD the end of this month the 
members of the American Bankers 
Association will assemble at San Fran- 
cisco. They are to be congratulated 
on the opportunity thus afforded for 
visiting that fine city and the Pacific 
Coast. Their royal welcome is assured. 
What of the future of American 
banking? Has legislation assumed its 
final form for some years ahead? 
Many bankers do not think so. They 
do not regard the latest banking act 
nor the deposit-insurance plan as in 
the nature of a real settlement of our 
banking problems. There exists much 
opinion favoring a unified banking 
system, with not a little opposition to 
such proposed unification. _ Better 


THE BANKERS MAGAZINE 


banks and better bankers are regarded 
by many as a surer reliance for bank- 
ing safety than the guaranty of weak 
banks by the strong. 

From a foreign source—the League 
of Nations—comes the assertion that 
it has now become the chief function 
of commercial banks to finance gov- 
ernment deficits. This assertion has 
too much of truth in it, as relates to 
American banks, to be lightly dismissed. 
Surely, it is not an agreeable or normal 
function of banking, nor is it one 
that can continue indefinitely. 

The growing competition of govern- 
mental and other financial concerns is 
a matter of vital concern to the banks. 
How to recover some of the business 
they have lost, is one of the problems 
the bankers at San Francisco will 
likely consider. 

Fortunately, business is improving, 
and the banks, after several lean years, 
are beginning to operate at a profit. 

The discussions and actions of the 
San Francisco Convention should do 
much to clarify a banking situation 
about which clouds still hover. 
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N removing gold to an underground 

cave in Kentucky, the object seems 
to have been to make it less liable to 
capture by a foreign foe. Not improb- 
ably exactly the opposite has been 
achieved. By concentrating the gold, 
it will thus become:a plain target for 
attack by a foreign enemy. If the gold 
were scattered among several thousand 
banks and in the pockets of the people 
generally, it would be far less vulner- 
able than when concentrated at a 
single point. 

Instead of burying our huge stock of 
gold, why not make use of it? As in- 
dicated, if coined and put into circula- 
tion, it ‘would be far less liable to 
enemy confiscation than where it is, 
and the tonic effect of wiping out 
our billions of irredeemable paper and 
putting gold coin in its place would 
probably exceed in value all the 
strange monetary schemes _ recently 
adopted. 
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OMMENTING on the proposal for 

the appointment of a banking com- 
mission, the New York Journal of Com- 
merce expresses the hope that such a 
commission would involve a more 
fundamental program for unifying and 
strengthening the nation’s banking 
system “than that contained in the 
Federal Reserve Act, for the latter, in 
the light of history, did as much to 
weaken as it did to improve our bank- 
ing system.” 

Whether this verdict, without a ‘bill 
of particulars, is too severe or not 
may be open to question. One thing 
is certain: While the Federal Reserve 
Act was in operation, our banking 
system did develop its greatest weak- 
ness; but this may have been only a 
coincidence, and not a case of cause 
and effect. 

At its very inception, the Federal 
Reserve Act was criticised in these 
pages on the ground that it offered too 
great inducemerits to the creation of 
credit, and because (especially after 
1917) of its weakened reserve require- 
ments. 
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ARE large private fortunes to dis- 


appear? John D. Rockefeller, re- 
turning lately from a trip to Europe, 
expressed an opinion that would seem 
to warrant an affirmative answer to this 
question. He is reported as saying 
that he thought J. P. Morgan was 
“very, very conservative” in an at- 
tributed recent estimate that the cur- 
rent rate of government expenditures 
would dissipate the private fortunes 
of the country within thirty years. 

“Really,” said Mr. Rockefeller, “I 
can only guess about that. But I will 
say that I think Mr. Morgan was very, 
very conservative. He gave our for- 
tunes a good long time.” 

It is a part of the prevailing philoso- 
phy that big fortunes are harmful to 
the public interest, and that all of 
us would be better off if they were 
broken up and widely distributed. 

Before arriving at a conclusion, ex- 
perts might give us their opinion as 
to whether or not the Rockefeller for- 


“We started an analysis of our bank 
(which we had been wanting to do for some 
time) and after discussing it with some of 
my associates we felt that your formula is 
the ‘best that we have been able to procure 
and because of the simplicity and the full- 
ness with which all of the details were 
covered we decided to follow the outline 
given in your book.” 


L. W. BISHOP, Comptroller, 


State-Planters Bank & Trust Co., 
Richmond, Va. 


HOW 
TO OBTAIN 
BANK COSTS 


By 
E. S. WOOLLEY 


With a Foreword by 


CARL K. WITHERS 


Commissioner of Banking 
State of New Jersey 


Here at last is a book which will enable 
you to analyze your bank by a method which 
is both simple and complete. Here is de- 
scribed in minute detail and with a wealth 
of illustrations a simple method for obtain- 
ing bank costs and for installing a system 
of bank cost accounting as an aid to effective 
management, 


That this book covers its field and fills a 
long-felt want is demonstrated by the fore- 
word by Carl K. Withers, Commissioner of 
Banking and Insurance of the State of New 
Jersey. 


Your name and address on the coupon be- 
low will bring this book to your desk on 5 
days’ approval. 


BANKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


You may send me on approval a copy 
of “How to Obtain Bank Costs” by E. 8. 
Woolley. At the end of 5 days I will either 
remit $5 or return the book. 
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tune has been used more beneficially 
to the public than it could have been 
employed in the hands of the people 
generally. 

But plainly enough great fortunes 
are being gobbled up by the taxing 
authorities. Note the case of two 
states taking at one fell swoop $67,- 
000,000 from a maker of soup. 
(No, THE BANKERS MAGAZINE is not, 
like Mr. Wegg, dropping into poetry, 
but stating a plain fact.) The real 
question in this instance is whether the 
public would gain more by bestowing 
this large sum upon politicians or by 
devoting it to the manufacture of more 
soup. At Washington they know the 
answer; THE BANKERS MAGAZINE does 
not. 
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EXEMPTION of national banks from 

the provisions of the National Se- 
curity Act, on the ground that these 
banks are instrumentalities of the Gov- 
ernment, has created a most interesting 
situation. As state banks are not such 
instrumentalities, presumably they must 
comply with the act’s requirements. 
Should this interpretation of the law 
be correct, it would manifestly give 
some advantage to the national banks 
in exempting them from the contribu- 
tions called for under the act. But 
the state banks might consider them- 
selves as holding out greater security 
to their employes because they were 
subject to the National Security Act. 

It is said that many of the national 
banks do not look upon their exemp- 
tion from the law in question with 
very much favor, believing that all 
banks should be subject to its require- 


ments. 
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qT had been the hope of THE BaNnk- 

ERS MAGAZINE to remain entirely aloof 
from the hubbub of the present politi- 
cal campaign, and to keep its attention 
fixed upon problems of more immedi- 
ate concern to its readers, and whose 
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consideration is more consistent with 
the nature of the publication than those 
relating to party politics. 

But, alas! This hope, like so many 
cherished by mankind, must give way 
to an imperative demand for entrance 
into the political fray. 

And here is the solemn event that 
has impelled to this change of policy. 

On his recent tour along the north- 
eastern coast of the country, President 
Roosevelt has been reliably reported 
as having cultivated and worn a crop 
of side whiskers, variously known as 
“burnsides,” “sideburns,” or “mutton 
chops.” 

This is an offense not lightly to be 
condoned, especially in view of the 
President’s well-known attitude toward 
the money-changers, whose insignia 
from immemorial time, in literature 
and on the stage, has been this special 
type of facial hirsute adornment. Even 
some actual bankers of the more con- 
servative type—e. g. the late George F. 
Baker and the late J. B. Forgan—were 
distinguished by beards of this type. 

Now, it is entirely within the prov- 
ince of the President of the United 
States to choose, even for a few days, 
the kind of whiskers he may prefer, 
but he can hardly consistently in one 
breath denounce the money-changers, 
and almost immediately _ thereafter 
adopt one of their time-honored marks 
of distinction. 

It is hoped that when the voters go 
to the ballot-box on November 3 they 
may give to this evidence of political 
inconsistency the weight it may deserve. 
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“COCKEYED?” 


Tue Surplus Tax Bill is the most cock- 
eyed piece of tax legislation ever im- 
posed in a modern country, and if | 
am elected, I shall recommend the 
immediate repeal of this vicious legis- 
lation.”—Governor Landon. 





lf Our Depositors Only Knew 


By OrvaL W. Apams 


Executive Vice-President, Utah State National Bank, Salt Lake City, Utah 


T the outset I want to make it 
clear that I am speaking today 
as an individual, and my re- 

marks should not be interpreted as 
in any way reflecting the policy or 
viewpoint of the present administration 
of the American Bankers Association 
whose official spokesman is its presi- 
dent, Robert V. Fleming. 

I believe that we, as individual bank- 
ers, have a responsibility and an ob- 
ligation to inform our depositors to 
the best of our ability in regard to 
money, credit and the elements of 
sound public finance upon which rests 
to so great a degree the banking struc- 
ture and consequently the safety and 
earning power of the funds entrusted 
to our care. 


A Bank’s First Duty 


Our first duty is to our depositors. 
Upon this we will agree. But just 
what is the extent of this duty? Is 
our obligation to our depositors ful- 
filled by merely so managing our 
banks as in the ordinary course of 
events to insure the return to them of 
the moneys deposited by them, or do 
we not owe a further duty? Are we 
not charged with the responsibility of 
doing what we can to make their de- 
posits worth having, to see that they 
earn something substantial, and to see 
to it that when repaid they are repaid 
in dollars of real value. 

The depositor is the very backbone 
of this nation. He is the man who 
is self-supporting, who saves, who 
bears the brunt of taxation, who sup- 
ports the people and the Government. 
Without him life would be primitive 
indeed. Without him the man on 
relief would soon find himself in the 
position of being obliged to rely upon 
his own efforts for a livelihood. This 
is so obviously true that one wonders 


— 


Cond«nsed from a recent address. 


there should be resentment among these 
classes of the community when a word 
is said in defense of the depositor, a 
word which in effect means no more 
than a warning to these interests not 
to kill the goose that lays the golden 
egg. 


Question Not Political 


Today a word uttered in defense of 
the depositor is often met with the 


ORVAL W. ADAMS 


cry of partisanship, and I am just a 
bit afraid that in attempting to avoid 
any feeling or appearance of partisan- 
ship we, as bankers, may have unwit- 
tingly become partisans in the very 
worst sense. You cannot avoid partisan- 
ship by keeping silent when one party 


desires that you keep silent. And 
partisanship in disregard of your duty, 
to the injury and peril of your de- 
positor, is the worst sort of partisan- 
ship. 

We cannot be justified in keeping 
silent when it is our duty to speak, 
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by any plea that avoid 
partisanship. 

Last May Mr. Roger Babson, in one 
of his syndicated articles, expressed 
the point more clearly than I could 
hope to do. He said: 

“Our Federal deficit has been con- 
sidered a partisan issue for the last 
three years. In this column I pur- 
posely avoid discussing controversial 
political issues. I feel that readers 
want impartial comments on economic 
conditions, not any effort at campaign 
propaganda. I sincerely believe, how- 
ever, that our Federal deficit has now 
reached the stage where it is no longer 
simply a political issue. It has become 
an economic problem of vital impor- 
tance to every man, woman and child 
in this country. Hence, I want to tell 
you without reservations exactly what 
I think of this deficit program, and 
where it is leading us.” 

Certainly Mr. Babson was right in 
declaring that when what originally 
may have been but a political issue 
becomes an economic problem of vital 
importance to every man in the coun- 
try, it can no longer be considered a 
mere political issue. 

I have referred to these remarks of 
Mr. Babson with the thought in mind 
of pointing the distinction between 
partisan conduct on the one hand and 
neglect of duty to our depositors on 
the other. It seems to me beyond ques- 
tion that it is our right and duty, both 
as citizens and as bankers, to express 
our honest views as to the effect of 
measures such as the tax on undis- 
tributed earnings, such as the Banking 
Act of 1935, such as the NRA, the 
AAA, or the FDIC, and as to the effect 
of the continued policy of unrestrained, 
undirected, government spending and 
borrowing. These are not matters 
merely affecting banks. Indeed, most 
of them affect banks but incidentally. 
They are matters of concern to every 
citizen of the land, and to us as citi- 
zens primarily, and but secondarily as 
bankers. 

One other point we should have in 
mind. It was well expressed by Mr. 


we must 
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Lewis H. Brown in his address before 
the association at New Orleans last 
November. Mr. Brown said: 

“The confidence of business and in- 
dustry today in our banking system 
lies largely in the belief that the banks 
that are open today are operated by 
trained bankers. Deposit insurance 
may have some mystic merit in the 
mind of the average small depositor, 
but those who understand the problem 
realize that having banks managed by 
real bankers is the greatest and best 


insurance for the safety of depositors’ 
funds.” 


Meeting Obligations of Depositors 


I believe that to fulfill our obliga- 
tions to our depositors we must do 
several things. 

First: We must manage our own 
banks. Our depositors are entitled to 
know in whom is vested the manage- 
ment of the institutions in which they 
deposit their funds. If we are obliged 
to surrender the management of our 
banks in whole or in part to some 
other person, persons, or agencies, | 
believe it is our duty to inform our 
depositors of the fact. 

Second: It is our duty to manage 
our banks in the light of experience, 
and to the best of our ability, with a 
view to safeguarding the funds en- 
trusted to us. If we are obliged to 
abandon practices which in the past 
have proven necessary to the security 
of our institutions and our depositors, 
we should inform our depositors of 
that fact. Diversification in invest: 
ments and loans, limitation in the 
amounts of loans, insistence upon the 
self-liquidating character of loans ac- 
cepted by us, the preservation of 
liquidity, all these must be continued 
or our depositors be informed that we 
propose to venture their funds in dis- 
regard of some one or more of these 
principles. 

Third: It is our duty to use our 
best efforts to insure to our depositors 
a fair return on the funds entrusted 
to us, and when such a return is 





THE BANKERS MAGAZINE 


rendered increasingly impossible by 
reason of conditions beyond our im- 
mediate control, to inform our deposi- 
tors of such facts in order that they 
may intelligently act for their own 
protection. 

Fourth: It is our duty to do every- 
thing in our power to make it pos- 
sible for us to return to our depositors 
when demanded by them dollars not 
depreciated by government fiat or by 
excessive government borrowing. 
Merely to give back the same number 
of “counters” would be to fulfill but 
a legal, not a moral, obligation. When 
we observe forces beyond our control 
tending to render impossible the re- 
turn of sound dollars to our depositors, 
it again is our duty to inform them 
of such facts in order that they may 
act in their own protection. 


Now just what are we doing, and 
what are our immediate obligations to 
our depositors. This year the Federal 
Government will spend some nine bil- 
lions of dollars. About one-ninth of 
that sum will be raised by visible 
direct taxes, taxes that the man who 
pays them realizes he is paying. Much 
of the other eight billions will fall 
as an added burden on the depositor, 
partly in indirect invisible taxes, in 
greater part through present borrow- 
ings that will mean taxes in future 
years; and at least eighty-five per 
cent. of the total bill will be paid 
by the poor man and the man of 
just average means. You might say 
that eighty-five per cent. will be paid 
by the man who is not aware that 
he is going to foot the bill. 

Have we done our part in making 
these facts clear to our depositors? 
We know the importance of a tax con- 
scious voting citizenship. We know 
that the politician will do all in his 
power to prevent the people becoming 
tax conscious, that he will do this 
by borrowing instead of paying as 
we go, by raising revenues through in- 
direct taxes wherever possible instead 
of through direct taxes. We know 
that the continuance of the present 
spending and borrowing policies of 
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government can lead to but one end, 
the destruction of the savings of our 
depositors. It is our duty to do what 
we can to make the people tax con- 
scious, to show our depositors that 
visible taxes are but a trifling portion 
of the real tax burden, to show them 
not only the extent to which invisible 
taxes cut into their earnings and their 
savings, but also to show them how 
they are further taxed as truly as 
though such impositions were called 
taxes by the low interest policies of 
government and by competition of 
government with banks. 


Heavy Government Borrowing from 
Banks 


The depositor as such has refused 
to purchase government bonds. Does 
he know that in the past year five out of 
every six dollars of the new moneys 
borrowed by the Federal Government 
have been borrowed from banks? 

Banks today hold obligations of the 
Government totaling some three times 
their aggregate capital. A drop of 
even ten points in the market of such 
bonds would wipe out forty per cent. 
of the capital of the national banks of 
the country. We know that the present 
market for bonds of the United States 
is an artificial market. We know 
that there could be no sale of the 
bonds held by us except to other banks. 
We know that the very occasion requir- 
ing a sale of such bonds by us would 
require a sale of such bonds by other 
banks. Yet. as a whole, we continue: 
to purchase the obligations of govern- 
ment. 

But this is not all. The average 
depositor relies in part upon the 
security afforded through insurance of 
deposits in the FDIC. But does 
the average depositor know that the 
corporation, to protect his deposits, 
holds total assets of some $340,000,- 
000, of which about $320,000,000 
consists of bonds of the United States? 
To put it bluntly, the primary function 
of the FDIC today is to protect 
banks against the risk of loss result- 
ing from depreciation in bonds of the 
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United States, and this it accomplishes 
through the ownership of such bonds 
itself. 

Does the average depositor realize 
that apart from such assets the 
FDIC has but the banks to look to 
to the extent of their annual assess- 
ments, and that today ability to pay 
such assessments rests primarily upon 
the continuance of the present high 
market for bonds of the United States? 

Have we made it clear to our de- 
positors that the reduction of more 
than one-half in the returns paid on 
their deposits has necessarily and 
directly resulted from the low interest 
policies of government, together with 
the fact that government is today the 
chief customer for the accumulated 
funds of our depositors? Does the 
average depositor realize that the 


Government has become the banker’s 
main customer as a result of the ac- 
cumulated effects of the experimental 
policies of the Administration, of con- 
tinued threats to industry, and of the 
consequent destruction of confidence in 


the future? 

Does the average depositor under- 
stand that continued borrowing and 
continued unbalanced budgets lead to 
the one inevitable end of uncontrollable 
inflation? Do our depositors under- 
stand that they are the creditors and 
the banks the debtors? Do they under- 
stand that when the Government re- 
duces its own debts by inflating the 
currency it also reduces the debts of 
the banks to the depositors, renders im- 
possible the return by the banks to the 
depositors of such dollars as were 
entrusted by the depositors to the 
banks, destroys not only the earning 
value of the deposits but destroys also 
in large part the principle of the de- 
posits? 

Do our depositors understand that 
the seemingly plump and wholesome 
condition of the banks does not reflect 
health but bloat; that excess reserves 
represent in principal part the pur- 
chase of the obligations of government 
and the credits created in favor of 
government upon such purchases? 
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They do not, and it is our duty to 
endeavor to the best of our ability 
to make these facts clear to them. — 

Does the average depositor under- 
stand that by insuring deposits in the 
FDIC what the Government has 
really done is tantamount to insuring 
itself against threatened lack of funds, 
to discourage the depositors of Ameri¢a 
from resorting to the old practice of 
hiding their savings in a wool sock, 
to coax out this money from its hiding 
place and bring it into the vaults of 
the banks where it can be made easily 
accessible to the Federal Government? 
The FDIC cannot insure against 
loss of earnings through unavoidable 
reductions in interest rates, nor against 
loss of principal through inflation. 

Does the average depositor realize 
that with increased centralization of 
power has come a loss of the proper 
sense of responsibility for spending 
the moneys of the people; that history 
is repeating itself and a group secur- 
ing control of a one time democracy 
are entrenching themselves in power 
by subsidizing a portion of the 
electorate? 

Does the average depositor realize 
that the Administration is steadily en- 
gaged in making permanent that which 
was originated to meet a temporary 
emergency, and that instead of reduc- 
ing expenses or balancing budgets or 
encouraging a revival of industry, fur- 
ther and greater charges are placed 
upon industry? The action of the 
Reconstruction Finance Corporation in 
reducing interest rates, followed within 
a day or two by the action of the 
Federal Reserve Board in increasing 
reserve requirements tells the story of 
the determination of the Administration 
to prevent any return to normal chan- 
nels of financing industry; its de- 
termination to preserve for the use of 
government the resources of the com- 
mercial banks; to prevent such resources 
from finding another market. Does 
the average depositor realize what bur- 
dens upon him, both direct and in- 
direct, lie in the Social Security Act. 
the cost of which may well exceed the 
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entire tax burden imposed upon the 
people of this country but a genera- 
tion ago? 


The Observance of Sound Principles 


In years past we have been con- 
sidered as business leaders and advisors 
in our several communities. Our judg- 
ment has been sought. It has been 
assumed that we owed a duty to our 
depositors to advise with them respect- 
ing matters supposed to be more 
within our knowledge than within the 
knowledge of the average business man. 
If such a duty was ever owed, then 
today it is in a peculiar sense im- 
posed upon us by reason of the present 
condition of affairs in this country. 
We cannot justify ourselves in neglect- 
ing this duty by any plea that so to 
act would subject us to a charge of 
partisanship. As bankers we recognize 
that there are certain basic truths that 
have withstood all the fiery heat of 
experience; that they are free of all 
dross; that they persist. As bankers, 
we have learned that certain fiscal 
policies are inherently sound or un- 
sound, contructive or destructive ir- 
respective of who may advocate or who 
may oppose them, no matter how in- 
tense public clamor may be for or 
against them. We know that funda- 
mental principles in all realms of 
activity—physical, spiritual, mental, 
moral and economic—cannot be abro- 
gated or even suspended by the whims 
or edicts of men, no more than we 
can stay the operation of the laws of 
gravitation. As bankers, we are not 
concerned in partisan issues. It mat- 
ters not to us by what party results 
are accomplished, but it does matter 
to us that sound principles be applied 
in government; that the teachings of 
history be not utterly ignored; that the 
principles upon which this country has 
been built be preserved. 


Depositors Should Be Told 


We can 


Some things we can do. 
g0 to our depositors with the facts. 
We have their names and addresses, 
many of them we know personally. 


o 
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We can and should give them the 
whole story. Why don’t we tell them 
that the Federal Government has been 
enabled to indulge in its wild orgy of 
spending because we, the bankers of 
America, have loaned it the money 
that was placed with us for safety 
and sound investment by the wage 
earners, the professional men, the 
clerks, the widows, the domestics, the 
farmers, and all others who live within 
their means and save? Why don’t we 
tell them that the Federal Government 
came direct to us and got the money 
and got it upon the Government’s own 
terms? Why don’t we remind them 
that it wasn’t the bankers’ money but 
the people’s money? Why don’t we 
explain to them our reasons for mak- 
ing such loans? 

In the past we invested in govern- 
ment bonds because we had been ac- 
customed to think of such bonds as 
the safest of investments. Today we 
cannot explain our continued invest- 
ment in such bonds upon any such 
ground. The explanation is rather to 
be found in the fact that in common 
with every other line of business the 
banks suffering from a world-wide de- 
pression were relieved through the aid 
of the Reconstruction Finance Cor- 
poration; that thereafter that corpora- 
tion became the principal preferred 
stockholder in some six thousand 
banks; that because of policies of the 
Administration the ordinary markets 
for our funds have been lost to us, and 
that the Government is today our chief 
customer. 

You need not be told that private 
enterprise cannot compete with tax 
supported governmental agencies; that 
the existence of such agencies restricts 
the field for private enterprise; that 
you cannot loan money in competition 
with government. Likewise, you need 
not be told that business cannot func- 
tion without a knowledge of costs and 
market. Today business is without 
such knowledge. It cannot anticipate 
what is going to happen, what field 
will be left to it, what its costs will 
be directly in the conduct of its busi- 
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ness, and indirectly in the proportion 
of the expenses of government to be 
saddled upon it. That is why business- 
men of experience and ability hesitate 
to borrow, and in fact refuse to 
borrow money. There is no incentive 
for them to increase their obligations. 
They hestitate to add to their re- 
sponsibilities. In the aggregate, they 
are marking time, waiting to see what 
is going to happen. We certainly know 
today, as we never knew before, that 
there is such a relation between 
government and business, that only 
under a sound government can _ busi- 
ness prosper. We know today that 
only in a balanced budget for govern- 
ment lies the possibility of a true res- 
toration of business. But do our 
depositors appreciate this? Can we 
not help them to a correct understand- 
ing of this basic truth? 

Wrong thinking leads inevitably to 
harm. The Adminstration is given to 
pointing with pride to the increase in 
bank deposits which now total nearly 
fifty billions of dollars. Is it not our 


simple duty to explain that such in- 
creases mean little but bank credit in- 


flation, the effect of which it is 
difficult to distinguish from paper cur- 
rency inflation? Both represent merely 
the credits to government on the pur- 
chase of 1 O U’s of government. Sub- 
stantially by the amount of such in- 
crease of deposits credit has increased 
over normal business demand, and 
therefore inflation has occurred. 


I have referred to the purchases of 
government bonds by banks, and to 
the holding of such bonds by the 
FDIC. A further fact should be noted 
as reflecting the misuse of instrumen- 
talities intended to serve the purposes 
of industry: Of the total bills and se- 
curities now owned by the twelve Fed- 
eral Reserve banks, more than ninety- 
eight per cent. consist of obligations of 
the Federal Government. In 1926 this 
per centage was approximately twenty- 
seven. 

Does the depositor realize that he 
represents the creditor class of this 
country; that in the aggregate the 
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small holdings make the large total; 
that for all practical purposes the 
wealthy man may be ignored when we 
are considering the effects of the poli- 
cies of government? Does the average 
depositor realize that when the Gov- 
ernment reduces its debts by inflation 
it also reduces our debts to him, and 
the debts of the insurance company to 
him, and to that extent destroys the 
worth of his savings? 


With the banks stuffed with the ob- 
ligations of government, with their op- 
erations fortified by the resources of 
the Federal Reserve banks, which in 
turn are likewise loaded with such ob- 
ligations, with their deposits insured 
by the FDIC, the resources of which 
consist almost entirely of obligations 
of the Government, is not the situation 
one which should be brought. to the 
knowledge of the man who must foot 
the bill? Can we justify, can we even 
excuse, ourselves for delaying longer 
in using every faculty and every power 
at our command to bring these facts 
to the knowledge of our depositors? 
To my mind there can be but one 
answer. . . . 


If banking is to become a govern- 
ment monopoly let it be because we 
have determined that that is best for 
the country. Do not let it happen be- 
cause we shut our eyes to the succes- 
sive steps taken by certain men in the 
Government to bring about this result. 
Let us clearly recognize that just as 
state rights are being destroyed by en- 
croachments of the Federal Govern- 
ment, by what amounts to coercion and 
by unjustifiable gratuities, just so are 
the foundations of independent bank- 
ing being sapped by the successive en- 
croachments of government upon the 
functions of the banker and the in- 
creasing control by the Federal Gov- 
ernment of the operation of the banks. 

Let us not forget that when the bor- 
rower dictates the policies of the 
lender the business of the lender will 
be conducted in the interests of the 
borrower and not in the interests of 
the lender. 

Let us not subject ourselves to the 
just criticism of our stockholders, our 
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depositors, and the public, by ignoring 
the rules which the past has demon- 
strated to be essential to the safeguard- 
ing of the moneys entrusted to us. Do 
any of us believe that there is no 
longer a need for diversification in our 
investments; that we can safely lend 
to one borrower to the very limit of 
our resources? Do we not all know 
that the limitation on loans to one 
borrower was not made applicable to 
government simply because experience 
had never taught the necessity of so 
applying such limitations? 

Let us not forget that to the extent 
that government uses its credit to es- 
tablish institutions competitive with 
banks it weakens its capacity to af- 
ford relief in an emergency, and that 
to the extent of such competition in 
normal times banks are reduced in 
their capacity to carry on. Competi- 
tion of government with business in 
normal times necessarily weakens pri- 
vate industry, and likewise reduces the 
capacity of government to afford re- 
lief in abnormal times. This is one of 
the penalties for permanent intrusion 
of government into business. 

We must recognize that our deposi- 
tors do not understand nor rely upon 
the set-up of the FDIC to protect their 
deposits. Their reliance is upon our 
management, and upon the credit of 
government, and the belief that gov- 
ernment is back of the banks in insur- 
ing their deposits. As government 
credit is weakened, just so will this 
confidence be weakened, and just in 
proportion to our holdings of govern- 
ment bonds will our capacity to meet 
the demands of our depositors upon 
us be weakened. 

We know the importance of a tax 
conscious voting citizenship. We 
know that if our depositors understood 
the extent of the obligations being 
foisted upon them, they would rise in 
their might and in their numbers de- 
mand that an end be put to the con- 
tinued borrowings by government. We 
know that by continuing to purchase 
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government bonds we are destroying 
the worth of the savings of our de- 
positors. We know that the continu- 
ance of the present policies of govern- 
ment can lead to but one end. We 
know that they are not restoring real 
life to industry, but are merely giving 
temporary relief at the cost of perma- 
nent injury. We know that the money 
spent today to bring about the ap- 
pearance of prosperity is a charge 
upon the future. We know that the 
continued accession of power to the 
Federal Government must lead _ulti- 
mately to the destruction of the con- 
stitutional rights under which private 
initiative has had a field for action. 
We know that it is not too late to act. 
The power to shape our course, to put 
an end to the evils that beset us, still 
lies with the depositors of America. 
They are our finest citizens and con- 
stitute the strength and backbone of 
our country. Give them the facts, and 
you may trust to the soundness of their 
heads and hearts. 


Time for Bankers to Speak Out 


Opportunity for unusual service 
comes only in great crises. Leader- 
ship at such times calls for both wis- 
dow and courage. Not in our lifetime 
has there been such an opportunity for 
service by bankers as now exists. The 
danger is grave and imminent, yet the 
people can be trusted to act rightly 
in their own interests if we give them 
the facts. 

Complaint is made that in 1929 we 
were silent when we should have 
spoken. The danger now is far greater 
than then. Let us not make it possible 
for history to record that in_ this 
supreme hour the bankers of America, 
out of silence induced by fear, failed 
both their depositors and their country. 
When the future of the nation and the 
welfare of its people are involved mere 
party politics sink into insignificance. 
The issue is no longer one of mere 
partisanship, but of simple honesty 
and genuine patriotism. 





Dtensie. commercial, and finan- 


cial management is put to the test 
not by every day fair weather 
problems, but by unexpected and 
unusual events. 


Sound bank management pre- 
pares for operating emergencies 
by laying plans that prevent the 
emergency from arising. 


You may best avoid difficult situa- 
tions in the collection of your 


out-of-town items by taking ad- 
vantage of the facilities this Bank 


has to offer. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS .. . . . . $30,000,000 


Member of the Federal Deposit Insurance Corporation 





IT MAKES ME SICK! 


When | Think of the Mistakes 
I've Made These Past Years... 


O think I have been buying all our 

printed forms, files and filing 

stationery from a traveling sales- 
man who could not by any chance 
become one of our patrons, when | 
could have been getting them just as 
good and just as cheap through a local 
man who has just gone broke for lack 
of business—and we hold his note for 
$500! 

To think I never had a talk with 
our customer, Thomas Bryden, hard- 
ware merchant, and told him I had 
heard his business failure predicted 
by other business men who could see 
he was spending so much time out of 
his store on Chamber of Commerce 
work and lodge stuff that his best 
customers were going where they could 
be sure of finding the proprietor in- 
stead of having to do business with 
unsupervised clerks. 

To think I have left all the civic 
boosting work to be done by men who 
could not afford the time, while I 
have sat back and profited by what 
they did—and called their loans when 
they neglected their business to do it. 

To think I let the Sunflower Grocery 
Co. get into us $1000 just because 
they were doing a whale of a business, 
when I might have found out from 
anyone experienced in the trade that 
they were selling goods too close to 
make a nickel or to keep going, and 
that they did it all without enough 
stock to pay what they owed us, even 
if I had been in time to grab it all. 

To think I let my wife send out of 
town for all her clothes and hats and 
furs when we have a good local dealer 
who would have brought his account 
to us if he had been getting any 
patronage from our bank group, and 
now this same merchant has depart- 
mentized his store, made a big thing 
of it, and carries a large balance—in 
another bank! 


By FRANK FARRINGTON 


To think I stuck to a bank statement 
as the only kind of advertising a bank 
ought to do, while competitor banks 
got to using lively business talks that 
aroused interest and brought them 
customers who might have started with 
us if they had been told what a good 
bank we were operating. 

To think I called Bill Jocelyn’s loan 
because I saw him coming out of Tur- 
ners Tap Room one night with a 
stranger who had too many drinks, and 
let Martin Means’ loan stand until it 
was too late. If I’d given Bill a chance 
he might have explained that the 
stranger had just signed a $25,000 
contract with him while Means was 
asleep at a table in the tap room 
where they had left him. 

To think I high-hatted an odd job 
man and made him so sore at me 
that he told Widow Jones, whose lawn 
he mows, that she ought to put in 
another bank the $5000 she won on 
a prize contest for the best flour 
slogan. And Mrs. Jones did as he 
suggested ! 

To think I opposed raising our 
cashier’s salary and let him go to 
another bank just as his rich uncle was 
beginning to value his advice about 
financial matters. 

To think I did not go right down 
and see Dewey Greene after the run 
in he had with one of our tellers, in- 
stead of letting him get sorer and sorer 
about it and talk about it to his friends, 
until he took away his account. 

To think I advised our directors 
against adding any new equipment and 
fixtures because I wanted dividends, 
only to hear that the new factory just 
opened on the West Side has started its 
account with another bank because, as 
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More profits 
and good will 
for your bank... 


That the average city bank can make a 
profit and increase good will by a properly 
organized “small loan department” has been 
clearly demonstrated by banks that have 
succeeded in this field. 


A working manual for bankers who would 
repeat these successes will be found in 


INCREASING 
PERSONAL 
LOAN 
BUSINESS 


By R. E. DOAN 
and 
G. F. FOLEY 


The authors of this book have had years 
of practical experience in developing a small 
loan department in the Denver National 
Bank, They are also the originators of the 
nationally known “Denver Plan” for liqui- 
dating retail charge accounts which is fully 
described in this book. 


Your name and address on the coupon 
below will bring this new book to your desk 
on 5 days’ approval. 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 


Please send me on approval a copy of 
“Increasing Personal Loan Business” by 
Doan and Foley. At the end of 5 days I 
will either remit $2.50 or return the book. 


the President of the Company said, 
“He looked us over and we were too 
old-fashioned for him.” 

To think I have straddled the polit- 
ical fence, for fear of getting in wrong 
with one bunch of politicians or the 
other, until I am in wrong with both 
and both do business with a banker 
they know is against half of them 
rather than with one who tries to 
make them think he is with all of them. 

To think I might have known better 
in all these cases if I had asked for 
information, instead of thinking nobody 
could tell me anything—and to think 
what it has cost me to be wrong on 
all these things when I might just as 
well have been right. 


~- 


NATION-WIDE PLANE SERVICE TO 
CONVENTION AT SAN 
FRANCISCO 


DirREcT or connecting airplane service 
from forty-eight states is available to 
San Francisco for the American 
Bankers Association Convention in 
September, and special circle air tours 
will be in effect according to an an- 
nouncement by United Air Lines, 
operator of the through service from 
the East to San Francisco. 

For bankers who are pressed for 
time, and for those who prefer to fly, 
United has schedules which make i 
possible to leave points as distant as 
New York, Washington, Philadelphia, 
Pittsburgh, Cleveland, Detroit, Cincin- 
nati, Indianapolis and Chicago at or 
after the close of the business day and 
be in San Francisco in time for morn- 
ing business. 

Other schedules from eastern cities 
provide a_breakfast-to-midnight flight 
and noon to midnight flight from 
Great Lakes cities to San Francisco 
over United’s mid-continent airway. 

In connection with the convention, 
United is offering circle tours permitting 
passengers to visit San Francisco and 
Los Angeles on one ticket, and still 
obtain the advantage of round-trip 
rates. 
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FHA LOAN METHODS 


Educating the Community in the 
Possibilities of This Type of Loan 


By Georce R. SMITH 
Cashier, Commercial National Bank, Demopolis, Ala. 


LTHOUGH much progress has 
been made by the FHA in their 
Better Housing Campaign, the 
general public has not yet been thor- 
oughly informed about Federal Hous- 
ing Administration loans. 

Frequently people ask: “How much 
will the FHA lend me on my property 
to build a home?” Many prospective 
loan customers believe that the FHA 
furnishes the money for the building 
of homes under the plan. Banks hold- 
ing a contract of insurance under Title 
Il of the National Housing Act should 
advertise the fact that their own banks 
are providing the money for FHA 
homes in their communities. While it 
is true that the FHA insures the lend- 
ing institution against loss in case of 
foreclosure, the mortgagees invest their 
own funds in FHA mortgages. In 
order that all interested persons in a 
community may know the requirements 
of the insured mortgage plan the 
author suggests that lending _institu- 
tions procure from the FHA a pamphlet 
entitled “How You Can Build, Buy or 
Refinance Your Home.” A portion of 
the A. B. C. of Home Ownership under 
the plan is given here: 


A. WHAT 1S THE INSURED MORTGAGE PLAN ? 

A new mortgage system created under 
the National Housing Act under which 
mortgage lenders are insured against loss 
through a mutual mortgage insurance fund 
applying to a standardized form of home 
mortgage lending. 


B. WHo cAN BORROW UNDER THIS NEW 
SYSTEM ? 

Any responsible person with a steady in- 
come and a good credit record. 


C. To wHom po I APPLY? 
To any lending institution approved by 
the Federal Housing Administration to 


make insured mortgage loans. A list of 
such institutions in your city will be sup- 
plied on request ‘to the Federal Housing 
Administration office in your state nearest 
to you. <A list of these offices appears in 
the back of this booklet. 


D. WHat KIND OF PROPERTY MAY BE 
FINANCED BY AN INSURED MORTGAGE LOAN? 
Any property primarily to be used as a 
residence, provided it metts the simple 


This is the eighth of a series of articles 
on mortgage loans made by banks under 
Title II of the National Housing Act. 


requirements as to location, character of 
neighborhood, and type of construction. 


E. Must THE RESIDENCE BE A DETACHED 
DWELLING? 

NO; it may be detached, semi-detached, 
one of a row, or a building providing for 
not more than four families. 


F. Wuar 1s THE MAJOR REQUIREMENT AS 
TO LOCATION ? 

It must be in an urban community, 
preferably with such services as water 
supply, sewerage, and paving. It must be 
in a reasonably stabilized section, and the 
property must conform reasonably to the 
general character of the neighborhood. 


G. WHAT TYPE OF CONSTRUCTION WILL BE 
APPROVED? 

Construction types customary to the 
locality in which they are to be used will 
be acceptable generally, if constructed of 
materials and methods of proven dura- 
bility and suitability. New materials and 
methods will not necessarily be excluded, 
but will be approved upon satisfactory 
evidence of durability and marketability. 


H. Wuat Is THE MAXIMUM AMOUNT OF A 
LOAN UNDER AN INSURED MORTGAGE? 

Not more than a maximum of 80 per 
cent. of the appraised value of the prop- 
erty, land, and dwelling included, and not 
more than $16,000 in any case. 
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I. How 
REPAID? 


In equal monthly amounts. 


MUST THE MORTGAGE LOAN’ BE 


J. Wuat bo 
COVER? 

Interest on the outstanding balance of 
the loan, payment on account of the 
principal of the loan, the service fee, and 
the estimated monthly proportion of the 
annual taxes and insurance premiums on 
the property and the mortgage. 


THESE MONTHLY PAYMENTS 


K. WHAT INSURANCE IS REQUIRED? 

Fire and other hazard insurance pro- 
tecting the interest of the lender as well 
as the borrower, and the mutual mortgage 
insurance, the basis of this new system. 


I., Dorks THIS PLAN APPLY ONLY TO NEW 
DWELLING CONSTRUCTIONS? 

No it applies equally to present dwell- 
ings conforming to the standard require- 
ments under the new plan. 


M. Does THAT MEAN I CAN REFINANCE MY 
PRESENT HOME NOW CARRYING AN OLD-STYLE 
MORTGAGE UNDER THIS NEW MORTGAGE PLAN ? 

Yes. 


-WHAT ADVANTAGE WOULD THIS GIVE ME? 
It changes your obligation under your 
present mortgage to pay large and incon- 
venient sums or one lump sum at maturity 


date, into an obligation to pay off in con- 
venient monthly payments over a term of 
Years usually substantially longer than pro- 


vided in your present mortgages. It 
makes possible the merging of a first mort- 
gage with the second mortgage if there is 
one at the present upon your home, thus 
eliminating the danger to you in owing 
money to two or more lenders whose in- 
terests may conflict. It eliminates the 
necessity for refinancing your mortgage at 
more or less frequent intervals. It pro- 
vides for regular payments well within 
your income. It reduces the cost of your 
mortgage financing. 


O. How bors if REDUCE MY 
MORTGAGE FINANCING? 

By setting maximum permitted rates of 
interest for the type of transaction you 
contemplate and maximum permitted fees 
for appraisal and closing the mortgage; 
also by eliminating the necessity for re- 
curring appraisals and closing fees now 
necessary when refinancing the present 
type of mortgage. 


costT OF 


P. How MUCH TIME AM I GIVEN TO REPAY 
THE INSURED MORTGAGE LOAN? 

Whatever time is reasonable under the 
circumstances applying in your case, up 
to a total maximum permitted period of 
20 years. 
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Q. IF MY FUTURE CIRCUMSTANCES PERMIT, 
CAN I PAY OFF THE ENTIRE MORTGAGE IN 
FULL BEFORE IT MATURES ON THE MONTHLY 
PAYMENT BASIS? 

Yes. 


R. Can 
AND LEAVE 


PROPERTY ? 
No. 


I SECURE AN 
ANOTHER 


INSURED MORTGAGE 
MORTGAGE ON THE 


S. Dokgs THE GOVERNMENT PROVIDE THE 
MONEY UNDER THE INSURED MORTGAGE PLAN? 

No. It is private money, loaned by 
approved institutions who are simply bene- 
ficiaries under the mutual mortgage insur- 
ance fund administered by the Federal 
Housing Administration. 


T. WHat vo I DO FIRST TO REPLACE MY 
PRESENT MORTGAGE WITH AN INSURED MORT- 
GAGE ON MY PRESENT HOME? 

See your own Bank or Building and 
Loan Association or Insurance Company. 
If it is not an approved institution, write 
the Federal Housing Administration in 
your State, and secure the name of an 
approved institution. Then see it; secure 
a mortgage application form; fill this 
form out. One of the officers of the insti- 
tution will help you complete this form. 


U. WHat HAPPENS NEXT? 

The lending institution will determine 
whether it desires to make the loan. If 
so, it will submit the application to the 
Federal Housing Administration for ap- 
proval. If approved, the institution will 
be authorized to complete the transaction 
with you. 


V. AM I LIMITED UNDER THE NEW PLAN 
TO BORROWING ONLY WHAT I NOW OWE 
UNDER MY PRESENT MORTGAGE? 

Not necessarily; in many cases it will 
be possible to borrow enough more to 
provide money for modernizing your home, 
or for other purposes. 


W. IF 1 WANT TO BUILD 
WHAT DO I DO? 

See a co-operating builder, or discuss 
the matter in general with an approved 
institution. Tell them how much cash you can 
invest in the deal and the value of the 
land if you already own it. Indicate about 
the price of the house you wish to build, 
and how much you can afford to pay 
each month. With these tentative figures 
it can determine whether such a loan 
would be acceptable to it from a credit 
standpoint. If so, you should have the 
plans and specifications drawn by a com- 
petent architect and estimates made by 
one or more competent and_ responsible 
contractors. With these prepared, you 
should then make a mortgage application 
as outlined above. 


A NEW HOME, 
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X. WHAT HAPPENS NEXT? 

If the location and type of house and 
the mortgage application are approved by 
the Federal Housing Administration, it 
will give a firm commitment to the lend- 
ing institution that it will insure your 
mortgage when the job and transactions 
are complete. With this commitment made, 
you or your contractor can secure a con- 
struction loan and proceed with the erec- 
tion of your home. 


Y. WiLL HAVING AN INSURED MORTGAGE 
PREVENT ME FROM SELLING MY HOUSE? 
No. 


Z. 1 wave $1500 casn, $200 a MONTH 
INCOME, AND THE HOUSE I WANT TO BUY IS 
wortH $5000. WHAT sorT OF A DEAL COULD 
I MAKE? 

Your $1500 cash will provide a 30 per 
cent. down-payment on a $5000 house. 
This will leave $3500 to be financed. 
Interest, repayment of principal, mortgage 
insurance premium, and service fee will 
not exceed $31 a month over a period of 
15 years (you will not require the maxi- 
mum period of 20 years). Taxes and fire 
and other “hazard” insurance premiums 
are in addition to this, and, of course, vary 
with the type of construction, the city in 
which the house is located, and other cir- 
cumstances. It is considered good budget- 
ing if shelter does not cost more than 
25 per cent. of your income. There is 
more than an adequate margin between the 
monthly payments of $31 and 25 per cent. 
of your income ($50 per month) to cover 
taxes, insurance, and a fair amount for 
maintenance. 


Much valuable information is con- 
tained in the booklet which could be 
enclosed in the monthly bank state- 
ments of customers who might be in- 
terested in building homes or refinanc- 
ing existing dwellings. The folder is 
furnished free of cost to lending institu- 
tions by the FHA and can be ordered 
in quantities sufficient to circularize 
the community served by the bank. 


Personal Contacts 


While personal contact is considered 
the best method of obtaining FHA 
loans it is not always practicable for an 
institution located in a large city and 
having thousands of customers. To 
thoroughly canvas a city for FHA 
loans would require the services of a 
large group of men, at a considerable 
increase in cost to the lending institu- 
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tion. To overcome this obstacle the 
FHA suggests that meetings be held 
for the purpose of informing ll 
persons connected with building and 
allied trades, with the fundamental 
principals of the FHA plan. By this 
method the contractors, architects, 
building material dealers, plumbers, 
electricians, and in fact all who will 
profit from the building of houses in 
the community, become salesmen for 
the FHA and the lending institutions. 
By co-operating, advising and assisting 
in the Better Housing Campaign the 
lending institution will obtain profi- 
table loans through the efforts of this 
large sales force. 

An example of the efforts made by 
the Commercial National Bank of 
Demopolis, Ala., to obtain FHA Title 
II loans is clearly illustrated below 
in an article which appeared in the 
January, 1936, issue of “Banking.” 
The article was reprinted by the Fed- 
eral Housing Administration of Port- 
land, Oregon, and sent to all approved 
mortgagees of that state. The letter 
and article are reprinted here: 


Feperat Hovstnc ADMINISTRATION 


PORTLAND, OREGON 


Office of State Director January 16, 1936 
To All Approved Mortgagees: 


Below is an article take from the Janu- 
ary, 1936, issue of “Banking” the journal 
of the American Bankers Association. 

The experience of the Commercial Na- 
tional Bank of Demopolis, Alabama, may 
be of some assistance to you in your 
preparation of applications for mortgage 
loans under Title II. 


Very truly yours, 
JAMIESON PARKER, 
State Director. 


Preparing FHA Applications 


In its efforts to help customers obtain 
new homes under the FHA plan, The Com- 
mercial National Bank of Demopolis, Ala- 
bama, assists in the purchase of lots, fur- 
nishes sample house plans and prepares 
applications. Up to the time this article 
was written the bank had not had a single 
FHA application rejected for insurance. 
It realizes that definite, accurate and com- 
plete information must be contained in the 
application if commitments are to be had 
without delay. 
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From the application, together with the 
specification schedule, valuator’s report and 
house plans, the FHA must visualize the 
completed house and determine whether 
the investment is sound and the paper 
eligible for insurance. The credit standing 
of the mortgagor is investigated and the 
personal history statement is carefully 
studied, before a loan is accepted for 
insurance. 

The lending institution must establish 
that the mortgage offered is free and clear. 
The importance of this task imposed upon 
the mortgagee is indicated in Exhibit A 
under the heading “Outstanding Liens” on 
the FHA blank. It follows that the lend- 
ing institution must first request delivery 
of an abstract on the property before the 
application is made out. There are many 
advantages in having the abstract at hand, 
although many institutions do not call for 
the document until the commitment has 
been received. 

While we employ the bank’s attorney 
for certification of the title, a preliminary 
examination of the abstract by an officer 
of the bank will eliminate much of the 
detail work of clearing the title and also 
indicate the value of the property. We 
check the abstract to certify the amount 
of the outstanding mortgage and compute 
the interest. If there are any special 
assessments against the property’ the 
amounts of such liens are listed on the 
settlement sheet to be cleared before our 
mortgage is executed. In this connection 
we obtain additional pages of the abstract 
after such claims are satisfied and our 
mortgage is the last paper recorded. We 
contact or write the proper taxing authori- 
ties to determine that there are no de- 
linquent taxes and request customers to 
deliver to us their last tax receipt on the 
real estate. 


Since loan customers invariably ask the 
amount of cash they must have to dis- 
charge the outstanding liens, special as- 
sessments, legal costs and insurance, it is 
best to make out the settlement sheet at 
this stage. In the case of new construction, 
it must, of course, be assumed that the 
cost of the home has been decided upon. 


The bank must compute the monthly 
payments of principal and interest from 
the factor furnished in the FHA amortiza- 
tion schedule. The taxes may have to be 
estimated if the application covers new 
construction; and it is necessary that 
bankers know how to estimate the cost 
of insurance. We have determined that 
the cost of title research shall not exceed 
$25 and we charge customers actual cost, 
which is at times less than this amount. 
We do not make a charge for the legal 
work done by our attorney in drawing 
up the mortgage and note and certifying 
the title. The initial service fee is optional 
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with the lending institution, and although 
some banks charge for making applications, 
other institutions, are doing this work for 
customers free of cost. Under FHA 
regulations the mortgagee may charge the 
mortgagor an initial service fee to reim- 
burse itself for the cost of closing the 
transaction. The charge shall not exceed 
1 per cent. of the original principal amount 
of the mortgage covering existing con- 
struction, and not more than 2} per cent. 
on new construction. 

Since the FHA passes upon the appli- 
cant’s credit, values the property, inspects 
new construction and actually supervises 
the building of new homes, the lending 
institution has the one responsibility of 
clearing the title on the property before 
the loan is made. 


To secure FHA loans one bank took 
the initiative by sponsoring a contest 
among its employes. The staff mem- 
ber that developed the largest volume 
of mortgage business during a certain 
month received a check for $25. Other 
prizes were offered according to the 
volume of business obtained. The 
plan was very satisfactory and it en- 
couraged employes to familiarize them- 
selves with the FHA method as well 
as advertise the bank. 


Public Speeches 


Numerous other plans have been 
developed by lending institutions to 
be used in personal contact with pros- 


pective loan customers. One of the 
most successful methods used by lead- 
ers in the mortgage field is public 
speaking. Meetings have been held in 
many cities in which an officer of the 
lending institution made a speech out- 
lining in full the method and proce- 
dure for obtaining loans under the 
FHA plan. In many instances, how- 
ever, bankers do not give complete 
information on the subject and it is 
for this reason that the author suggests 
that the lending institution obtain 
sample speeches from the FHA and 
pattern their own talks after these. 
In order to acquaint bankers with the 
subject matter of the talks one that is 
always timely is reprinted here as an 
example to be followed in preparing 


speeches on Title II of the FHA. 
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How About That Mortgage 


I believe it was Ben Franklin, who has 
been called the first civilized American, 
who declared that there never was a good 
war, nor a bad peace. Likewise, it may 
be said that there never was a _ good 
mortgage, nor a bad way of paying one off. 

However, if there never was a good war, 
human nature being what it is, wars have 
beset the world since history began, and 
so, too, the manner of the world’s credit 
set up being what it is, mortgages have 
inevitably resulted. There is, notwith- 
standing, a better way of paying off a 
mortgage than there used to be. 

This is especially true with respect to 
the mutually insured mortgage that is 
made manors § under the operation of the 
Federal Housing Administration. It is 
available to those who desire to own their 
own homes, yet have not the cash im- 
mediately at hand to enable them to do so. 

The old fashioned home mortgage loan 
plan was built upon the pound of flesh 
theory. If the borrower did not repay 
it when it was due at maturity, the lender 
could take his property. In _ substance 
that was written in the bond, and it was 
deemed to be fair and equitable that this 
should be so. When times were good, 
when money was what we term easy and 
there was plenty of it to be had with 
satisfactory security, and employment was 
at a maximum, this system worked fairly 
well. Though exacting and often burden- 
some to the borrower, it operated generally 
without a great deal of loss to the lender. 

The borrower thought himself more or 
less fortunate, if when the mortgage ma- 
tured at the end of three or five years, 
he found the lender willing to extend it 
or renew it even without any curtailment 
of the principal, upon payment of certain 
fees and commissions in addition to the 
usual interest. This the borrower recog- 
nized as usual, if not generous, and he 
was not averse to the arrangement, even 
though he realized that he was not better- 
ing his condition, and that his obligation 
remained as large as it was before. The 
additional cost he bore with fortitude, for 
there was nothing else to do. 

Neither the lender nor the borrower 
seemed to realize, that if there were to 
come a time when values would shrink, 
when money would seek hiding places, and 
when workers would be looking for em- 
ployment that could not be found, there 
would be default in the payment of the 
obligation. 

Home loan mortgages in the past and 
under the old procedure were usually 
written for three, or at most for five years, 
at the end of which time it was neces- 
Sary to refinance them. If maturity came 
at a time in the cycle when business 
depression was upon the country the 
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renewal of the mortgage became diffi- 
cult, sometimes impossible, and foreclosure 
was the inevitable result. Then, not only 
was the home owner deprived of his prop- 
erty and the equity he had placed in it 
was entirely wiped out, but the lender or 
mortgagee was frequently compelled to 
suffer a loss. He was obliged to take over 
the property. Such was the stipulation 
in the mortgage. Frequently, a purchaser 
could not be found who would be will- 
ing to pay for it the amount of the face 
of the mortgage and the costs incidental 
to its foreclosure. Thus the lender found 
that in taking his pound of flesh, it was 
not only necessary to spill the blood of 
the borrower, but his own as well. 


His business was not the handling of 
real estate. He found a property on his 
hands which he could not sell without a 
loss; neither could he rent it for enough 
to pay the interest charges on the original 
loan. Besides there was the cost of main- 
tenance and upkeep. The value of the 
property had depreciated and there was 
no market for it. It became a frozen 
asset, and it was frozen assets that forced 
many banking and other lending insti- 
tutions in the early years of the depres- 
sion from which we are now happily 
emerging, to close their doors and enter 
receivership with the consequent loss to 
depositors, stockholders and other credi- 
tors. Thus, all along the line, even those 
who were not directly concerned with the 
original lending transaction, were made 
to suffer. 

All of this has been the result of a 
faulty, inadequate, unbusiness-like home 
mortgage system. Perhaps the lenders are 
more properly subject to censure than are 
the borrowers. The need of the borrower 
is immediate, it is for the moment that 
he needs the help of the lender, and in 
the matter of repayment he is usually in- 
clined to follow the line of least resistance. 
When the mortgage is executed, running 
as mortgages ordinarily have for a period 
of three to five years, both the lender 
and the borrower know that there is small 
likelihood that it will be paid at matur- 
ity. It is a short term mortgage, calling 
for no payment before the expiration of 
the term for which it is written. Both 
parties to the instrument then expect that 
it will be renewed in full, with the fees, 
commissions and other costs which are 
incidental to such action. 

Thus the custom and practice have 
grown up, when times were good and it 
was easy to borrow money, of allowing 
the borrower to continue his mortgage 
without any curtailment. The lender did 
not insist, as good business methods would 
seem to indicate he should have done, 
upon a reduction of the sum lent. He 
may even have encouraged the idea that 
the principal of the mortgage should re- 
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main unchanged, believing that the in- 
vestment was sound. Naturally, in such 
instances the borrower was agreeable to 
that arrangement. He did not appear to 
realize, in most instances, that he would 
be getting nearer to the actual ownership 
of his home by reducing the principal of 
his mortgage when it matured. 

Thus, the action of the bank holding 
the mortgage in being lenient with the 
borrower and not compelling payment upon 
the principal of the loan, instead of being 
helpful to him, has been in many in- 
stances detrimental. 

The borrower could have curtailed his 
loan, without great hardship when times 
were good, and he probably had a good 
income. Instead, when he was told it was 
not necessary, that the security which was 
held for the indebtedness was considered 
good and sufficient, he accepted the situa- 
tion, and the money which could have 
been used to make payment to reduce 
the mortgage was used for other and per- 
haps less durable things. 

The banks and other lending institutions 
did not have the foresight and business 
acumen to require the payment of a part 
of the mortgage at maturity, and when 
it could have been made. They are there- 
fore, in large part, to blame for the con- 
dition they found themselves in when the 
crash came. 5 

When the National Housing Act was 
passed by the Congress, and under its 
operation the Federal Housing Admin- 
istration came into existence, an analysis 
of the situation with respect to home loan 
mortgages revealed this fact as the cause 
that had led to innumerable foreclosures 
on home properties. 

It did not need an economist to disclose 
it and bring it out into the open; it re- 
quired only good business judgment to 
determine that it was the system, the 
practice, the custom which has been so 
long in operation with respect to home 
loan mortgages, that was the real source 
of the disaster which had befallen both 
the lender and the borrower. 

In consequence the Federal Housing 
Administration set about remedying the 
condition, or, at least, providing a method 
whereby the conditions could be remedied 
without prejudice either to the mortgagee 
or the mortgagor. 


It was found, as was well known to 
those who were in the business of making 
loans on home property, that often the 
borrower would negotiate a loan based 
upon sixty per cent. of the value of his 
property. This was the first mortgage and 
it would not be sufficient. Then a second 
loan was necessary and oftimes a third 
mortgage, which, because of the fact that 
the security was increasingly less, required 
the payment of large fees, commissions 
and bonuses. These were usually for a 


lesser period of time than the first mort- 
gage. The required payment upon them 
made any payment upon the first mort- 
gage less probable. 

When the depression came foreclosures 
followed, with the result generally that 
the property had to be taken over by the 
first mortgagee and the holders of the 
second and third mortgages were unable 
to realize anything. There was no _insur- 
ance guarantee of those mortgages nor, 
indeed, of the first mortgage. 

The Federal Housing Administration un- 
dertook and has succeeded in devising a 
system which while quite different in char- 
acter, is entirely practical and workable— 
one based upon security for both the 
lender and the borrower,—one in which 
the second and third mortgages are en- 
tirely eliminated; a system whereby the 
—— negotiates a single mortgage 
only. 

Understand that in doing so the Fed- 
eral Housing Administration is not lend- 
ing money; it negotiates no loans, but 
when there is compliance with certain con- 
ditions, it insures mortgages upon resi- 
dential property. That is its chief function, 
the insurance of mortgage loans upon 
homes. 

It works out like this. A home owner 
has the property upon which there is a 
mortgage, or he desires to build a home 
with money, a portion of which it is 
necessary for him to borrow from a bank 
or other lending institution. If the exist- 
ing mortgage, or the contemplated mort- 
gage upon the new home in construction 
is of such a character of stability and 
soundness that it may be approved by 
the Federal Housing Administration, then 
the Federal Housing Administration will 
agree to insure it. Thus, the lender need 
have no fears concerning the return of 
his money. Also, the fact that the mort- 
gage is thus insured is an assurance to 
the owner that he has made a sound in- 
vestment. The mortgage loan, however, 
may not exceed eighty per cent. of the 
appraised value of the property, nor be 
for more than $16,000. 

The borrower’s repayment may be ex- 
tended over a period of as long as 20 
years. Remember that in all instances it 
is the bank’s money that is borrowed— 
banks or other lending institutions ap- 
proved by the Federal Housing Admin- 
istration. The Federal Housing Adminis- 
tration simply insures the mortgage loan 
the bank has made. Each month the 
borrower makes a payment which in part 
reduces the principal, and covers all fixed 
charges such as interest, mortgage insur- 
ance, taxes and hazard insurance. 

The loan is being continuously amortized. 
Each monthly payment brings the borrower 
nearer to his goal of owning his home 
without any obligation against it. He 
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Two views of a $2600 FHA thouse which was constructed under the supervision \of 
the author in Alabama. 


does not have to give any consideration 
to the matter of renewal every three or 
five years, and he never has to be troubled 
with a second or a third mortgage pay- 
ment. His indebtedness is all incorpo- 
rated in a single mortgage, and upon this 
he is privileged to make monthly pay- 
ments which generally amount to about 
what he has been accustomed to pay for 
rent, or what he would pay if he rented 
a similar property. Instead of paying 
rent, however, the payments he makes go 
toward actual purchase of the home. When 
the final payment is made he is free 
from all mortgage indebtedness. 

The Federal Housing Administration has 
adopted the most thorough form of ap- 
praisal yet devised, in its efforts to pro- 
tect both the lender and the borrower, 
so that when it gives its commitment to 


Distribution 


THE current Federal Reserve Bulletin 
presents figures on the distribution of 
excess reserves among member banks of 
the system for the first half of March 
showing that out of the total of 6377 
banks, 1132 held excess reserves equal 
to less than 25 per cent. of their re- 
serve requirements. Of this number 
twelve were New York City banks, five 
were Chicago banks, seventy-seven were 
banks in Reserve cities and the remain- 
ing 1038 were country banks. These 
figures indicate the number and distri- 
bution of banks which would find them- 
selves deficient in reserves if the Federal 
Reserve authorities should increase re- 
serve requirements 25 per cent., as they 
have heen urged to do by some bankers 
and economists. About 68 per cent. of 
all country banks and 57 per cent. of 
all city banks had reserves more than 


insure a mortgage loan both know, so far 
as it is humanly possible to know, what 
the true value of the property is. 


In doing this the Federal Housing Ad- 
ministration is not seeking to encourage 
the home owner to go into debt, but it is 
providing him with a means of liquidating 
the debt he must assume in order to ac- 
quire a home. It is doing this by en- 
abling him to carry the mortgage and pay 
it off in easy instalments over a long 
period of years. It is substituting the 
long term payment plan for the short term 
payment plan, with all of its attendant 
costs for renewals. It is providing secu- 
rity to the lender by insuring the loan he 
has made. 


The plan assures greater security to the 
American home. 


of Reserves 


50 per cent. in excess of requirements 
in the first half of March. A similar 
survey, but covering only one day, 
made on November 1, last, showed that 
66 per cent. of the country banks and 
49 per cent. of the city banks had ex- 
cess reserves equal to 50 per cent. of 
their requirements.—New York Times. 
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@ Henry Verdelin, assistant vice-presi- 
dent First Service Corporation, Minne- 
apolis, Minnesota, was elected presi- 
dent of the American Institute of 
Banking Section of the A. B. A. at the 
convention of the institute held June 
8-12. Frank R. Curda, assistant vice- 
president City National Bank & Trust 
Company of Chicago, was elected vice- 
president. St. Paul, Minnesota, was 
selected for the 1937 convention. 
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Every Employee a Salesman 


UR bank has in operation a per- 

manent sales plan under which 

every employee is a salesman of 
the bank’s services. The plan was 
adopted, at the request of employees, 
following six weeks of intensive selling 
in celebration of the First National’s 
70th anniversary during which more 
than 50 per cent. of our employees 
put new business on the books. 

Before giving an outline of our 
program to make “Every Employee a 
Salesman,” perhaps it would not be 
amiss to refer to the attitude of this 
institution toward the body of em- 
ployees whose worthy ambitions and 
strong endeavors have contributed so 
greatly to its success over the years. 

We like to compare our setup with 
that of a major league baseball team, 
believing that the way a baseball team 
functions gives a good example for a 
bank to follow. On a baseball team, 
every man has his own special job, 
but all must be coérdinated into a 
single, complete, smoothly running 
organization. So with a bank. 

Just as it is the team members who 
do the actual playing in the game, so 
our employees do the selling of the 
bank’s services. As in baseball, where 
the commissioner and the managers 
establish and enforce the rules, in the 
bank the officers, always welcoming 
suggestions of employees, map out and 
approve the sales plan to be followed. 
This done, it is up to each player or 
employee, as an individual, to win or 
lose by what he himself puts into the 
game. 

Baseball has its training farms. So 
do we. At the First National we have 
a training farm for some 25 individuals, 
carefully selected with the idea of 
producing officer material. The men 
in this group have proved themselves 
to be promising material before gain- 
ing admission to the school, and it is 
the hope of every officer that each 
understudy may rise to the occasion, 
just as the baseball manager shares the 
rookie’s ambition to become a star per- 
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By Jonn K. OrtLey 
President, First National Bank 
Atlanta, Ga. 


former. The men in the group men- 
tioned must prove themselves. No 
poor substitutes are tolerated, and if, 
by any chance, a vacancy cannot be 
filled from within our organization, 
the management goes elsewhere for the 
right material. We encourage our em- 


ployees to enroll in the study courses 
of the American Institute of Banking, 
and we contribute to the support of the 
Atlanta Chapter of the Institute. 

In extending the comparison, let me 
say that we believe, too, in coaching 


This article is reprinted with 
permission from the “Executives 
Service Bulletin,” published by the 
Metropolitan Life Insurance Com- 
pany of New York. 


from the side lines. Our salesmen- 
employees have shown an_ unselfish 
and loyal spirit in coaching fellow 
salesmen, and in this way have im- 
proved the standing of the entire group. 
Each of our men understands the im- 
portance of the other fellow’s job as 
well as the importance of his own, and 
he realizes that correlation of the 
various activities is necessary. In our 
organization each individual, no mat- 
ter what his position may be, has an 
opportunity to prove himself worthy of 
a better place—and there is no telling 
when the least man on the team may 
make a home run. Just recently an 
office boy among our employees 
emerged as a winner of one of the 
monthly awards given for successful 
salesmanship. 

It was against such a background of 
institutional relations that our Em- 
ployees’ Permanent Sales Pian was 
drawn up. As I have said, the plan 





THE BANKERS MAGAZINE 


was adopted at the request of em- 
ployees. It is in charge of an em- 
ployees’ permanent sales committee 
composed of five members. These are 
a lending vice-president, a vice-presi- 
dent in charge of publicity, a vice- 
president in charge of operations and 
personnel, the chief clerk who actually 
handles personnel, and the manager of 
the business development and advertis- 
ing department. The responsibility 
for the operation of the plan is in the 
business development department, which 
acts as a fifth wheel to the various de- 
partments of the bank, and also 
coordinates this work with the executive 
officers and with our advertising 
activity. Individual responsibility rests 
on 15 department managers. 


Employee Training 


All employees are permitted and ex- 
pected to participate to the fullest 
extent in this activity. The training of 
employees in sales-mindedness was 


initiated through three or four general 


meetings, at which the sales plan, its 
objectives, and the services of the bank 
to be sold, were thoroughly discussed, 
the meetings ending in a question and 
answer session. Since that time train- 
ing has been carried on by depart- 
mental meetings, by personal talks with 
employees, by bulletins and written 
instructions, and through items ap- 
pearing in our house paper. 

The particular departments of the 
bank which employees are permitted to 
sell are: Federal Housing Administra- 
tion modernization loans and mortgage 
loans, monthly repayment loans, secur- 
ing of wills and insurance trusts for 
our trust department, traveler’s checks, 
letters of credit, safe deposit boxes, and 
checking accounts. They are also per- 
mitted to solicit commercial and 
collateral loans, after reference to the 
credit department. 

As an auxiliary to the efforts of our 
employees, we distribute sales promo- 
tional literature in the form of leaflets, 
which make it a point to invite the 
reader to “Ask Any Employee” for 
further information. A typical leaflet 
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gives a fairly detailed description of 
each of the services rendered by the 
bank, and an introductory note on this 
folder calls attention to this “Service 
Directory” and _ states that “Your 
patronage is appreciated and every op- 
portunity of serving you is welcomed 
by all departments, officers, and em- 
ployees of this 70-year-old institution.” 

As our Employees’ Permanent Sales 
Plan is principally based on the idea 
of selling all the services of our bank 
applicable to individual customers and 
prospects, the following cases, the 
names of which are fictitious, will give 
typical examples of procedures and 
results: 


Mr. Joun B. Dog, not a customer, called 
in February in reference to our advertise- 
ments on F. H. A. mortgage loans (our 
advertising is especially tied in with the 
services our employees are soliciting). The 
employee who received his inquiry, in 
taking his application for the F. H. A. 
mortgage loan, learned that Mr. Doe owned 
listed stocks, $5000 against which he had 
a loan in a Washington, D. C., bank, also 
a $1700 loan against the cash value of a 
Life insurance policy. Through salesman- 
ship and follow-up of the points developed, 
this employee secured from Mr. Doe a 
$5000 mortgage loan against his home, 
$1700 loan against the cash value of the 
Life insurance policy, and a checking ac- 
count, as well as a collateral loan. 


Mrs. Amy Smiru recently called at the 
bank and negotiated a loan for $2500 
secured by the cash value of Life insurance 
for the purpose of purchasing a restaurant. 
To all appearances she was a person of 
moderate circumstances, but the collateral 
clerk noticed that the policies pledging this 
collateral were paid up. Mrs. Smith sold 
the restaurant at a profit in a few weeks, 
and in delivering the policies to her when 
she paid the loan the collateral clerk 
diplomatically asked her how much _in- 
surance she owned. Much to his surprise 
the answer was $100,000 Life insurance, a 
good percentage of it represented by paid 
up policies, all payable to her estate. She 
voluntarily stated that she did not like the 
idea of having the insurance payable to 
the estate, since she had a 9-year-old son 
and was not sure of the capacity of other 
relatives to handle the money. This gave 
the clerk the opportunity to suggest a 
Life insurance trust, with our trust de- 
partment acting as trustee, which sugges- 
tion met with Mrs. Smith’s immediate 
favor, and the trust was executed within 
a few days. 
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Monthly Awards 


As an incentive, and as a token of 
appreciation, awards are given monthly 
on the basis of highest and second 
highest number of points scored in 
each of four groups of employees, 
these being arranged according to op- 
portunities for sales contacts within 
the bank. Group A consists of those 
employees having the best possible 
public contact opportunities; Group 
B, second best; and Group C and 
Group D, those having the least num- 
ber of opportunities for public con- 
tact, these being divided into two 
groups because of the large number of 
employees involved. Monthly, in each 
group, a first award is given for the 
highest number of points scored (a 
certain number of points being set ac- 
cording to the type of business 
secured), and a second prize for the 
second highest number of points 
scored in each group. In this way 
every employee, regardless of his op- 
portunity for public contact, does have 
an opportunity to participate in the 


awards, the office boy who was pre- 
viously referred to having won the 
award for the highest number of points 
scored in Group C. 

The method of scoring by points is 


as follows: 


1. For new checking accounts or in- 
creased balances (based on initial deposit 
provided good balances are kept.) 

10 points for each $100, additional sums 
above $50 being counted as $100. 

2. For safe deposit boxes, storage space, 
and night depository rentals: 

20 points per dollar of annual rental 
value. 


3. For FHA modernization loans secured 
(employees will be credited for introducing 
to the credit department persons whose ap- 
plications are accepted): 

50 points for each $100, additional sums 
above $50 being counted as $100. 


4. For FHA mortgage loans _ secured 
(employees will be credited for introducing 
to the credit department persons whose ap- 
plications are accepted): 

50 points per $100, additional sums above 
$50 being counted as $100. 

5. Monthly repayment loans secured (em- 
ployees will be credited for introducing to 
the credit department persons whose ap- 
plications are accepted). 


50 points per $100, additional sums above 
$50 being counted as $100. 

6. For loans secured by cash value of 
Life insurance policies (this credit will be 
given on the basis of acceptance of ap- 
plications introduced by employees) - 

50 points per $100, additional 
above $50 being counted as $100. 

7. Wills and insurance trusts secured: 

50 points per $1000 of financial worth, 
additional amounts above $500 being 
counted as full $1000. 

8. Travelers checks: 

25 points per $100, additional 
above $50 being counted as $100. 

9. Letters of credit: 

25 points per $100, additional 
above $50 being counted as $100. 


sums 


sums 


sums 


Fair, Flexible Quotas 


Departmental quotas are set accord- 
ing to contact opportunities and ex- 
perience and ability of the employees, 
using as a guide their record in the 
intensive 70th anniversary celebra- 
tion. These quotas are set for a 
quarterly period and may be changed 
at the discretion of the permanent 
sales committee or by the departmental 
chairman. Examples of the quotas 
are as follows: 
Department Number of Quarterly 
Employees Quota 
Points 

3,000 
25,000 


Auditing (semi-contact ) 10 
Tellers’ (all contact) 31 
Loan and Discount 
(semi-contact but ex- 
perienced in handling 
loans ) 15 


40,000 

An additional incentive toward 
steady work is given through publicity 
in our monthly house organ. First 
National News, and also by member- 
ship in our Sale-a-Month Club, any 
member making sales for three suc- 
cessive months being awarded a suit- 
able button. Graphic charts showing 
progress, as related to quotas, are 
posted in each department, together 
with individual records of calls made. 
Those quotas, as shown, are set by 
departments, and each salesman-em- 
ployee reports to his department head. 
Careful records are kept and credits 
given, not only for sales made but also 
for efforts put forth in making calls on 





There’s gold in your telephone 


Not much of it, true, but enough to help the instru- 
ment work more satisfactorily. Gold-silver-platinum 
alloy is used for little contact points which complete 
the electrical circuit when you make a call. This is 
not a luxury, but a proved economy. Bell System 
scientists are always on the look-out for materials 
and methods that will assure you reliable telephone 
service, at all times and under all conditions. 


prospects for new business. One item 
of interest is that the activity of em- 
ployees in our permanent sales plan, 
as reflected by the number of calls re- 
ported and the results obtained, is 
made a part of our personnel records, 
and is naturally considered in making 
promotions, 

The First National Bank’s em- 
ployees’ sales plan has paid from the 
standpoint of dollars and cents. Aside 
from this improved customer rela- 
tions and better employee relations 
have justified our making every em- 
ployee a salesman. The plan requires 
employees to have thorough knowledge 





of the bank’s services in order to 
qualify as a salesman, and the fact 
that employees must and do gain an 
appreciative knowledge of the service 
the bank has to offer is, in itself, a 
worth-while reward for the cost of 
keeping the sales plan in operation. 

In addition, intangible benefits of 
incalculable value are bound to result 
when enthusiastic employees, fortified 
with knowledge of the bank’s facilities 
and fired with the desire to keep 
“First National FIRST,” lose no op- 
portunity to make the institution of 
greater usefulness to customers and 
friends. 





Character as a 


Banking Asset 


{From the Christian Leader} 


RDINARILY anonymous maga- 

zine articles do not impress us. 

They have become too general 
of late, and too often serve only as a 
device to direct attention to second- 
rate copy. The anonymous article on 
“Character as a Banking Asset” which 
appears in the July issue of THE 
BANKERS MAGAZINE, however, we re- 
gard as the most important bit of 
magazine literature which we _ have 
been privileged to read in many months 
of wide and fairly voluminous read- 
ing. The editorial note introducing 
the article says, “The writer of this ar- 
ticle occupies a position of national 
importance, but for personal. reasons 
wishes to remain anonymous.” We 
can well believe this assertion about 
the writer, for all the simplicity, di- 
rectness, and incisiveness that mark the 
first-rate mind characterize this discus- 
sion of our credit structure. 

With telling illustrations from ex- 
perience this business man drives home 
his point that emphasis on collateral 
rather than on character was and still 
is a major contributing cause of our 
economic troubles. He gives a bril- 
liant thumbnail sketch of the growth 
and workings of our banking opera- 
tions up to the establishment of the 
Federal Reserve system, pointing out 
that “many a small-town banker, sup- 
ported by the opinion of both the 
stockholders and directors, preferred 
honor loans to secured loans.” With 
certain inevitable variations (this sys- 
tem) existed in metropolitan areas as 
well.” Then came the Federal Reserve 
system, which changed all of this. The 
bankers, big and little, “were told to 
their dismay that unsecured notes were 
worthless, and secured paper only 
worth what these higher authorities 
thought it was worth.” The disastrous 
results of this radical shift were not 
manifest on a large scale until after 
the abnormal war years. Then the in- 
sistence on collateral worked ruinous 
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hardship on farmers, small business 
men, and bankers by the thousands. 

The writer finds the fundamental 
trouble in the situation to lie in the 
fact that: 


We think of our commercial structure in 
terms of machinery, and by means of 
delicate adjustments here and there hope 
to make the contraption work. The figure 
of speech is unfortunate. Our commercial 
structure more closely resembles a human 
organism. Its human element is essential 
to its well being and must be woven into 
any scheme or law dealing with the social 
and economic welfare of the nation. A 
century and a half ago Europe faced a 
situation strangely similar to ours today. 
In her newly discovered colonial possessions 
Europe ‘had discovered, over 200 years still 
earlier, a vast treasury ‘of wealth com- 
parable to our recent stock market. A 
new philosophy developed. “Money is 
wealth,” said new economists, “and what- 
ever canot be converted into money is not 
wealth.” And this is precisely what our 
bankers and economists are saying today. 
They have yielded to the irresistible im- 
pulse to believe that only such things as 
can be seen, felt, weighed, and tasted are 
of value, and have forgotten that intan- 
gibles such as honor, honesty, cowrage, and 
other human spiritual values are also a 
part of the national wealth and worthy of 
preservation. 


This article, which makes valuable 
constructive suggestions for returning 
to the practice of extending credit on 
honor, deserves to be reprinted as 
widely as possible. THE BANKERS 
MacazInE is to be congratulated on 
publishing it. The editors of THE 
BANKERS MAGAZINE would do the coun- 
try a valuable service if they would 
reprint “Character as a Banking As 
set” and distribute it wholesale. 


—@©- 
MARKETS AND RICHES 


Tuts world would be a much richer 
place if markets were more extensive.— 
Lionel Robbins in Llloyds Bank Limited 
Monthly Review. 





INVESTMENT AND FINANCE 


Edited by Oscar Lasdon 


Bond Prices and Money Supply 


By RicHarp DANA SKINNER 
Vice-President, Pell, Kip § Skinner, Inc. 
Investment Counsel 


HE popular financial cry of today 

is that “all things have changed.” 

This implies that old rules and 
guides no longer count—because of 
changes in the technique of banking 
and government finance. 

This makes it doubly interesting to 
compare the bond market since the 
Civil War with such a simple and old- 
fashioned guide as the law of supply 
and demand of investment funds. The 
accompanying charts show how com- 
fortingly the comparison works out. 

During this seventy-year period we 
have gone “on” and “off” gold; we 
have had two major depressions during 
a shortage of money with low bond 
prices (1873 and 1921); we have had 
three severe panics with relatively high 
bond prices and ample investment 
funds (1884, 1893 and 1907); and 
we have had the most severe depres- 
sion of our history starting with 
plentiful funds, in 1930 and 1931, and 
climaxing in a period of money 
shortage in 1932. This span of years 
has also seen the change from national 
banks (1865-1914) to Federal Reserve 
member banks. But wars, panics, 
booms, depressions, radical banking 
changes and the adoption and discard- 
ing of gold, none of these singly nor 
all of them together brought any 
serious change in the response of bond 
prices to fundamentals of supply and 
demand of investment funds. 

This suggests, to put it mildly, that 
the main problem of the investing 
banker is to study available facts of 
supply and demand rather than to 
worry ceaselessly about “changed” 
conditions. The conspicuous “wor- 
riers” of early 1934 were the ones who 
bought only short term bonds when 
the facts showed that the supply of 


investment funds was rising spectacu- 
larly. They were afraid of rising 
government deficits (and who is not?) 
but they forgot to notice that this rise 
was more than offset by the decline 
in “private deficits,” 7. e., in private 
bank loans. 

At this point, a word of explanation 
is in order, concerning ways and means 
of measuring supply and demand of 
investment funds. I am not at liberty 
to give the exact figures used in 
compiling the money-supply measure 
illustrated on the accompanying charts. 
But I can illustrate the approach used 
by a few simple comparisons of 
similar figures drawn from the weekly 
statements of reporting member banks. 

In June, 1921, deposits were ap- 
proximately $21 billions. Loans were 
$16.5 billions. This meant that the 
banks owed their depositors $4.5 bil- 
lions more than the depositors owed the 
banks. That $4.5 billions was the 
depositors’ net or equity in the ag- 
gregate bank account. If we divide 
the equity of $4.5 billions by the loans 
of $16.5 billions, we find that the re- 
sulting ratio is .272. That is, equity 
was 27. 2 per cent. of borrowings— 
not a superlatively high margin. 

As a result of this low supply of 
equity funds ($4.5 billions) compared 
to the high demand for use of funds 
($16.5 billions) bond prices were low 
and short term borrowing rates were 
high. 

Contrast this 1929 picture, however, 
with January, 1935! On this latter 
date, the banks again had about $21 
billions of deposits. But the deposi- 
tors owed the banks only $8 billions 
in loans, leaving net deposits, or equity, 
of $13 billions. This time, when we 
divide the equity by the loans, we get 
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Bond Market Trends for Seventy Years Compared to Pell, Kipp & Skinners’s Measure 
of Supply of Long-Term Investment Funds. 


a ratio of 1.625—meaning that equity 
was 162.5 per cent. of loans instead 
of only 27.2 per cent. as in 1929. 
Obviously this large equity supply 
compared to a low demand would 
mean higher bond prices and very low 
short term borrowing rates. The ratio 
of equity to borrowings had _ risen 
about 600 per cent. Short term bor- 


rowing rates had dropped correspond- 
ingly from about 6 per cent. to under 
1 per cent.—or to one-sixth of their 
1929 level. 

The measure of investment money 
supply in the accompanying charts 
uses another set of figures from the 
weekly bank reports, but in very 

(Continued on page 215) 
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Explanation of Charts on the Opposite Page 


ISTORICAL reminders help—like a telescope—to enliven a_ perspective. 


They are also reassuring, especially when current phenomena seem “new” 
and create widespread uneasiness. 


DuRING THE First DECADE OF THE ACCOMPANYING CHART—TO 1875—we went 
through all the familiar post-war symptoms of boom leading to the panic and 
depression of 1873. The Civil War ended in April, 1865. The country was 
“off gold.” Greenbacks flourished and so did trade—for a time. The Franco- 
Prussian War (1870-71) stimulated agricultural prices. Railroad construction 
boomed. Then came the crisis. Stocks, and several New York financial firms 
crashed. The Stock Exchange closed. Clearing House Certificates were used. 
With depression came demands for more “inflation.” President Grant had to 
veto an inflation bill in 1874—and in January, 1875, signed the bill for resump- 
tion of specie payment on greenbacks starting January, 1879. The bankruptcy 


of the Erie Railroad and large flood damage to crops helped to make the summer 
of 1875 disheartening. 


DuRING THE SECOND DECADE—To 1885—we went “back on gold”—but not 
before a heavy deflation to the end of 1878, with declining trade and stock and 
commodity prices, and not without a violent agitation for more greenbacks and 
more inflation. London had a stock panic in 1876. Russia had a war with 
Turkey in 1877. In 1878 General Butler campaigned in Massachusetts for green- 
back inflation—and was defeated. Then gold payments were resumed on schedule 
in January, 1879, commodity prices began to rise and bumper crops appeared. 
Three years of prosperity followed, with a crest in 1881. But reaction set in 
quickly—leading to another panic in May, 1884. Heavy gold exports, wide- 
spread financial failures, labor troubles, and breaking stock and commodity 
prices all heralded the new disaster. New York banks again resorted to Clear- 
ing House Certificates. 


THE Tuirp DecaDE—To 1895—compassed still another boom and depression. 
Enormous railroad construction helped the boom, plus a large inflow of foreign 
capital. But by 1890, “call money” topped 40 per cent.—gold again flowed 
out—‘free silver” became an issue—and the Baring Brothers’ failure in London 
presaged serious trouble. “Trust-busting” began in earnest by 1892. Cleveland 
defeated Harrison. The year 1893 brought full panic-—with gold reserve 
dangerously low, bank failures, Clearing House Certificates again and more than 
150 railroad receiverships. In 1894, came the march on Washington of the 
unemployed (‘“Coxey’s army”), the Pullman strike, further loss of gold, rail- 
toad strikes and a great drought. 


THe FourtH DecapE—tTo 1905—started with a still greater crisis of gold 
outflow and withdrawal of foreign money, more railroad receiverships and the 
“free silver” candidacy of William Jennings Bryan. It included a period of 
great industrial mergers, the firm resumption of a gold currency standard, the 
Spanish War, the Boer War, “call money” above 10 per cent. for a whole month 
in December, 1899, Bryan’s second campaign and defeat, the Stock Exchange 
panic of 1901, the assassination of President McKinley and Theodore Roosevelt's 
first Presidency. It also included the Russo- Japanese War, Roosevelt’s election 
in 1901 and the pursuit of his anti-trust campaign. The decade closed with rail- 
tead rate regulations pending, life-insurance scandals exposed in New York, 
and hich prices and interest rates. 
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Tue FirtH DecaDE—tTo 1915—was distinctly a period of subnormal business, 
beginning with the sharp money panic of 1907 and ending with the first year 
of the World War. It included the San Francisco earthquake in 1906, wide- 
spread reform legislation under Theodore Roosevelt, who attributed the acute 
financial difficulties of 1907 to “certain malefactors of great wealth,” the Presi- 
dency of Taft, more anti-trust suits, the Payne-Aldrich high tariff policy, first 
proposals of a Federal Reserve System, dissolution of the Standard Oil Company, 
and the “Bull Moose” campaign in 1912, involving attacks on the Courts, and 
ending in the election of Woodrow Wilson. The year 1913 brought ratification 
of the income tax amendment, wide opposition by bankers to the proposed 
Federal Reserve System, the signing of the Federal Reserve Act and more reform 
legislation. The years 1914 and 1915 not only brought the World War, but closed 
this decade by making the United States a creditor nation with the complete 
Federal Reserve reorganization of its banking system. 


THe SixtH DecapeE—tTo 1925—brought a twenty-fold increase in National 
Debt, huge war and post-war financing, the money-shortage depression and panic 
bond prices of 1920-21, with a spectacular commodity crash, a subsequent huge 
inflow of gold upon which a large credit expansion was based, and the beginnings 
of a stock-market price inflation. The housing shortage created during the war 
contributed heavily to the rapid recovery from the 1921 depression by stimulat- 
ing new construction. 


THE SEVENTH AND FINAL DECADE—To 1935—brought the crest and collapse 
of the post-war speculative boom, the phenomenon of organized corporate lend- 
ing of call money, President Coolidge’s comment that broker’s loans were not 
too high, wide money-market experimentation by the Federal Reserve System, 
and the “New Era” philosophy of stock prices, and industrial organization. It 
also brought the cracking of the credit pyramid, world-wide depression, Eng- 
land’s abandonment of gold, business and financial failures, hoarding of cur- 
rency, the complete Bank Holiday of 1933, the revaluation of the American dollar, 
the correction of a money shortage through sale of Government deficit securities 
to the Banks, loud demands (similar to 1865-75) for inflation, and, contrary 
to wide fears, a spectacular recovery in bond prices. 


THOROUGHOUT THESE SEVEN DECADES, one of the most noteworthy facts has 
been the fidelity with which the reported banking figures have reflected and 
served to measure the net results of exceedingly complex conditions. In this 
sense, banking figures are like insurance experience tables. They show the 
aggregate results of millions of separate and conflicting transactions. The ac- 
curacy with which they do this is evidenced by the comparisons on the accom- 
panying charts. Moreover, they often show changes of trend before the public 
becomes sufficiently aware of them materially to alter its attitude toward security 
prices. 


THus, In 1934, when many financial authorities were alarmed by the rise 
in Government Debt, and were investing only in short term securities, the bank- 
ing figures disclosed—among other things—that surplus funds for investment 
were rising even faster than the total public and private debt—and were, there- 
fore, opening the road for still lower investment rates and higher bond prices. 
It is equally possible that from June, 1936, onward, when the investing public 
has resigned itself to a very long period of easy money, the banking figures 
may disclose a growing curtailment of surplus funds and the probability of 
gradually lowering bond prices. This is not offered as a prediction, but merely 
to illustrate possibilities and to emphasize the high value of watching the bank- 
ing figures themselves as a measuring instrument of financial supply and demand: 





SALVAGING VALUES FROM 
“WORTHLESS” SECURITIES 


@Through our records, compiled over a period of 56 years 
on more than 1,000,000 corporations whose securities are 
now inactive, defaulted, obsolete, or dormant, we are able to 
furnish reports on your holdings and in many cases recover 
substantial values in the form of cash, exchange rights, etc., 


on securities considered worthless by you. 


Send us a list of your holdings, giving complete 


descriptions, and let us examine it for values. 


R. M. SMYTHE, Ine. 


Established 1880 


Appraisers and Dealers in Inactive Securities. 


79 Wall Street 


(Continued from page 212) 


similar fashion. The main point of 
interest—aside from the close ‘correla- 
tion for a very long period, and the 
occasional “advance notice” of bond 
price changes provided by the bank 
figures-—is the continuous operation of 
forces of supply and demand, regard- 
less of events and “new conditions” 
which, while they were happening, 
must have seemed as mysterious and 
unsettling as the changes from 1932 


to the present. 
=o 


GOVERNOR LANDON ON DEPOSIT 
INSURANCE 


THE views of Governor Landon on 
bank deposit insurance may be judged 
from the following extract from an 
address which was read for him by the 
Bank Commissioner of Kansas before 
the State bank division of the American 
Bankers Association in Chicago, Septem- 
ber 6, 1933, at which time he said in 
part: 

“There is no question in my mind 
but that the guarantee of bank deposits 


New York City 


is a greater blow to the ultimate wel- 
fare of the American people than the 
wildest inflation of the currency could 
possibly be. 

“In my judgment the guarantee of 
bank deposits, if carried out in this 
country to its logical conclusion, will 
completely destroy the entire banking 
system of the nation.” 

~©- 


I FEEL safe in saying that, hereto- 
fore, the business of a so-called com- 
mission house has been about 75 per 
cent. to 80 per cent. in margin accounts. 
Today over 50 per cent. of its transac- 
tions are for cash; and while this 
statement at first blush might seem to 
justify the theory that we are turning 
a nation of speculators into a nation of 
investors, that theory is far from the 
truth. 

It is not the amount of margin de- 
posited in an account that distinguishes 
speculation from investment but the 
character of the purchase. Speculative 
securities purchased outright are still 
speculations.—William W. Spaid, presi- 
dent, Associated Stock Exchanges. 
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Trains to A. B. 


One of the most extensive special train 
movements arranged in several years 
for American Bankers Association con- 
ventions will carry bankers from all 
parts of the nation to this year’s meet- 
ing to be held in San Francisco, Sep- 
tember 21-24. 

Two special trains have been ar- 
ranged to leave from New York. The 
New York Central will run a special 
leaving at 4:45 p. m., Eastern Stand- 
ard Time, September 12. The route 
will be by way of Chicago, St. Paul, 
Minneapolis, Banff, Lake Louise, Van- 
couver and Portland, arriving at San 
Francisco the afternoon of September 
20. The return trip is likewise a sight- 
seeing route with arrival in New York, 
October 4. 

The Pennsylvania Railroad has an- 
nounced a personally conducted tour 
leaving New York at 4:50 p. m., East- 
ern Standard Time, Saturday, Septem- 
ber 5. The route of this train is by 
way of Washington, D. C.; Pittsburgh, 
Pa.; St. Louis, Mo.; Dallas and San 
Antonio, Texas; Mexico City, Guad- 
alajara, Mazatlan, Guaymas and No- 
gales, Mexico, and Santa Barbara and 
Del Monte, California, arriving at San 
Francisco the afternoon of September 
20. The return schedule also covers a 
sightseeing route. 

From Chicago at 10 p. m., September 
16, the “Falltonic” will leave over the 
Burlington Railroad for the conven- 
tion, reaching San Francisco the morn- 
ing of September 20. The route of this 
train is by way of Minneapolis, where 
additional cars will be attached, thence 
via Glacier Park, Spokane, Bonneville 
Dam, Portland, Oregon and San Fran- 
cisco, but there is no return special. 

The Indiana Bankers Association 
“Golden Gate Special” will leave In- 
dianapolis, September 15 at 6:00 p. m., 
arriving at San Francisco the afternoon 
of September 20. The route to San 
Francisco covers St. Louis, Kansas City, 
Colorado Springs and Salt Lake City. 
On the return schedule this train leaves 
San Francisco the night of September 
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24, covering, Yosemite Valley, Los An- 
geles, Boulder Dam, Grand Canyon and 
Dallas, reaching Indianapolis Octo- 
ber 4. 

For Missouri and Kansas _ bankers 
there has been arranged a joint spe- 
cial. This train will leave St. Louis 
the morning of September 16, with 
stop-overs at Denver and Salt Lake 
City, reaching San Francisco the after- 
noon of September 19. The schedule 
covers St. Louis, Jefferson City, Sedalia, 
Kansas Citv, Topeka, Newton, Arkansas 
City, Wichita, Hutchinson, Dodge City, 
Denver, Glenwood Springs, Salt Lake 
City, Sacramento and Oakland. There 
will be no return special connected 
with this plan. 

In addition, steamship companies op- 
erating from New York to the Pacific 
Coast by the Panama Canal route are 
offering convenient sailings, while the 
air lines have announced added facil- 
ities for delegates. 


Om 
THE MEANING OF “DEVISEN” 


A RECENT communique of the Polish 
Ministry of Finance made use of the 
term “devisen” which provoked so 
many inquiries to the New York Herald 
Tribune that the following explanation 
of the term was published: 


“Devisen is derived from the French 
word devise, whose strict meaning is 
foreign bills and checks. The word is 
often loosely used, especially in Ger- 
many, where the form is devisen, to 
mean foreign bills and checks and 
foreign balances. International financial 
circles often use valuta as a synonym 
for devisen. Valuta is of Italian origin 
and in its narrowest sense means foreign 
currency. Thus a purist might say that 
the devisen (or devises, in the French 
plural form) were payable in valuta. 
But for the most part international 
hanking circles use the words inter- 
changeably to mean foreign short-term 
assets. whether in the form of bills of 
exchange, checks or balances.” 





FINANCIAL SITUATION ABROAD 
A Monthly Survey 


The General Situation 
hoes civil war in Spain has con- 
tinued in recent weeks to be a dis- 
turbing influence of serious proportions, 
not alone with respect to the destruc- 
tion of life and property in that country, 
but at times grave danger has arisen 
that the conflict might involve other 
European powers, though most of them 
are, if their declarations are to be 
trusted, endeavoring to maintain a 
position of neutrality. 

Aside from this unhappy conflict, 
the affairs of Europe display much 
political unsettlement and no little ap- 
prehension. England, for a long time 
enacting the role of peacemaker be- 
tween France and Germany, is finding 
that office one of growing difficulty. It 
is significant that England, peaceably 
disposed, is nevertheless making in- 
creased outlays for naval and military 
purposes. 


Great Britain 

WHILE the pace of recovery continues, 
it is to a considerable extent being ac- 
celerated at the present time by the in- 
crease in armaments which is con- 
sidered a necessary precaution in view 
of the disturbed state of European af- 
fairs. But irrespective of the influence 
of rearmament, the country is certainly 
prospering, a recent estimate of the 
national income for Great Britain and 


Northern Ireland indicating that the 
national income for 1935 (the estimate 
being provisional for that year) was 
greatly in advance of that of the pre- 
ceding year, and but slightly below 
that of 1929. 

The activity of the building indus- 
try in England and Wales may be seen 
from the fact that the total number of 
houses built has increased from 78,485 
for the half-year ending’ March 31, 
1930, to 174,009 for the same period 
of the present year. Since 1932, with 
one exception the gain has been steady 
during each six months period. 

That British exports are not expand- 
ing as are imports is attributed by 
Lloyds Bank Limited Monthly Review 
to trade restrictions by other countries 
and to the fact that British industry, 
in certain branches, is fully engaged 
on home orders, internal recovery be- 
ing ahead of world recovery, but fail- 
ure of exports to keep pace with im- 
ports being regarded as a natural de- 
velopment under this condition. But 
the effect of this divergence upon the 
balance of payments and _ indirectly 
upon the exchanges, it is said, should 
not be overlooked. 

As further confirming the progress 
of recovery the fact is cited that in re- 
cent weeks, or rather between May and 
June, the total number in employment 
rose from 10,831,000 to 10,832,000— 
a new high record. 


BANKERS INVITED 


FOREIGN BANKS ARE 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with seven 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 





Collections on Ecuador, South America, 
through La Previsora National Bank of Credit 


Head Office: 


Main Branch: 


GUAYAQUIL 


QUITO 


33 Branches and Collecting Agents in other commercial cities. 


Collection service is complemented by a Credit Information Department. 
Credit Reports and Quarterly Business Survey, sent free on request. 
55% of Guayaquil deposits and 34% of the Country’s total deposits are 


kept with this Bank. 


54% of all collections on Guayaquil, and 48% of collections on the whole 


country are handled through us. 


Our Collection Department was established ten years ago and it now 
ranks first in the Banking System in this country. 


Only Efficiency and Service account for this fact 


The cost of the policy of rearmament 
is indicated by this note from The 
Statist to the effect that according to 
supplementary estimates the _ total 
amount allocated to defense is increased 
to £188.2 million for the financial year 
1936-37. The Chancellor allowed in 
his budget for a total of £158.2 million 
plus a reserve for supplementary esti- 
mates of £20 million, but the reserve 
has already been exceeded by £10 mil- 
lion. A supplement of £10.3 million 
for the navy has already been passed 
by Parliament, and the further supple- 
mentary estimates amount to £19.7 
million. 

Scotland is having its share of Brit- 
ish recovery there having been a de- 
crease in the unemployed of nearly 
28,000 from March to May. The iron 
and steel industry is reported as work- 
ing almost to capacity. 


France 


THE new government is carefully find- 
ing its way amid the perplexities con- 
fronting it at its inception, and affairs 
are gradually becoming more settled. 
Last month the constitution of the 
Bank of France underwent important 
modifications, the French government 
electing a new council of twenty re- 
gents selected from representatives of 
labor, agriculture and industry, with 
government representation also. For- 
merly a somewhat smaller number of 
regents received their appointment 
from the bank’s 200 shareholders. 
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It is evidently the aim of the new 
arrangement to facilitate public bor- 
rowing from the bank and to give 
greater support to the easy money 
policy. 

Tax collections in France are show- 
ing a considerable deficit as compared 
with estimated receipts. For the first 
six months of the year the gap is some 
244,853,600 francs. Both imports and 
exports continue to decline, imports 
being the lowest since May, 1935, and 
exports since 1928. 


Germany 

THERE has been a recent rise in the 
quotations of the shares of the three 
leading banks, due to the expectation 
of higher dividends or to possible in- 


crease of capital. The banks included 
resumed dividends last year, and there 
is some expectation that the rate then 
paid may go higher. At present a large 
share of the capital of these banks is 
held by the German government. 
Both manufacturing and the build- 
ing industry are reported as _ active. 
Speaking of the latter, the Reichs- 
Kredit-Gesellschaft, in its review of the 
country’s economic development dur- 
ing the first half of 1936, says that 
since 1933 the German building trades 
have been both the source and the 
main support of the economic revival. 
In 1935 building output had already 
recovered to the level of the boom 
period 1928-29, and was no less than 
220 per cent. higher than at the low 
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and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


point of 1932. All the available 
figures suggest that the first six months 
of 1936 brought a still further ad- 
vance. Thus the volume of employ- 
ment in these trades was a further 7 
per cent. higher during the first four 
months of 1936 than in the first four 
months of 1935. 

From this same source it is learned 
that during the first six months of 
1936 the revival in German production 
and employment which started three 
years ago was maintained at an un- 
diminished rate. Industrial output is 
now about 90 per cent. higher than 
at the low point of the Spring of 1923, 
and in volume terms exceeds the pre- 
vious high point of 1928 and 1929. 
All indications point to the continued 
active use of all the productive forces 
at the community’s disposal. Unem- 
ployment has been successfully over- 
come by the campaign which the 
Government has waged against it; for 
the present figure of less than one mil- 
lion unemployed is extremely low in 
view of the fact that a large part of 
those in receipt of relief are not 
capable of productive work. 


Argentina 


From its branch at Buenos Aires the 
First National Bank of Boston has 
received the following information, 
under date of August 7: 

_ The favorable foreign trade balance 
in June was m$n 21,073,991 as com- 
pared with m$n 37,130,249 in June, 
1935, and the favorable balances for 


Inquiries and correspondence invited. 


the semesters were m$n 184,127,152 
this year and m$n 289,807,093 last 
year. Imports for the  six-months 
period continue to show increases in 
durable goods, the value of machinery 
and vehicles having risen 33.1 per 
cent., iron and steel products 8.6 per 
cent. and other metal products 29.8 
per cent. over the same period of 
1935, although total imports this year 
of m$n 538,940,000 were 3.7 per 
cent. less than a year ago. 

The June combined bank statement 
shows: 


m$n 11,000,000 
12,000,000 
11,000,000 


Deposits up 
Loans down 
Cash down 


Cash reserve 32.8 per cent. 


The June turnover on the Buenos 
Aires Stock Exchange rose to m$n 
96,201,000, a record figure. The 1934 
issue of the 414 per cent. Nationals is 
selling now at m$n 91.80 net, a rise 
of ahout 14 point since a month ago. 
The new 1936 issue was traded in the 
exchange for the. first time on July 1 
at m$n 90.29 net, and has since risen 
to m$n 90.86. National credit 5 per 
cent. bonds reacted in a similar way 
and series F was sold at m$n 98.10 net 
or 14 point above a month ago. 


The Netherlands 


COMMENTING on the minor changes in 
conditions during the second quarter 
of 1936, the Financial and Economic 
Review of Amsterdamsche Bank says: 
“In view of the very close relations 
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of the Netherlands with other countries 
it is an advantage that these changes 
are not taking place by leaps and 
bounds. A factor which has hitherto 
cooperated in this direction is the 
maintenance of the gold standard: this 
has led to a certain degree of stability. 
In the meanwhile the controversy be- 
tween advocates and opponents of the 
gold standard has not yet been settled, 
and the question is the subject of con- 
siderable public discussion. It cannot 
be said, however, that the advocates 
of depreciation of the currency are 
becoming more numerous nor that they 
are bringing forward more cogent 
arguments. On the contrary, one 
would be inclined to say that as the 
policy of ‘adaptation’ is becoming more 
sharply defined in this country, the 
desire for devaluation is becoming less 
strong. In the Netherlands, as else- 
where, it is political rather than 
economic considerations which deter- 
mine the position of the advocates of 
the abandonment of the gold standard.” 

While stating that “the monetary 
policy of the Netherlands continues to 
be directed to the maintenance of the 
gold standard,” it is added that “This 
naturally does not mean that we are 
waiting in this country, with arms 
folded, until the expected change in 
the several relations is completed. 
On the contrary, every endeavor is 
being made to adjust this country’s 
affairs to conditions abroad.” 


Denmark 

AccorDING to the agricultural balance 
of trade of Denmark, computed by the 
Agricultural Council, the total exports 
220 


of agricultural produce during the 
first five months of 1936 amounted to 
Kr. 397,000,000, which was Kr. 43,- 
000,000 more than in the correspond- 
ing period of 1935. At the same time 
imports of raw materials for agri- 
culture rose by Kr. 9,000,000 to Kr. 
73,000,000, and the result was an 
excess of exports of Kr. 324,000,000 as 
against Kr. 290,000,000 January-May, 
1935. 


Australia 


THE recovery in economic conditions 
in Australia during the past few years 
has been greatly assisted by the 
measures adopted to improve the posi- 
tion of the national finances. The 
policy pursued has also made it pos- 
sible for very large debt conversion 
operations to be successfully carried 
through, involving substantial savings 
to the Australian taxpayer. This pro- 
cess was taken a step further by the 
successful offer early in June of £16,- 
551,402 Government of the Common- 
wealth of Australia 2 34 per cent. loan 
1941/3 at the price Ay 99 per cent.— 
Barclays Bank Monthly Review. 


—©- 
DISREGARD OF THE FUTURE 


THERE is a growing tendency to pre- 
scribe for the day and to leave the 
future to take care of itself. Posterity 
is undoubtedly being left to pay the 
bills for the many government mis- 
takes of recent years.—A. H. Gibson, in 
London Bankers Magazine. 
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Current Conditions in Canada 


HE favorable trends in the business 

situation have continued into the 

midsummer season says the August 
22 letter of the Bank of Montreal, and 
are indicated by the fact that the July 
employment situation registered a de- 
cided gain both over the preceding 
month and over July a year ago, 24,- 
500 additional employes being recorded 
in the monthly returns, as against a 
gain last year of 18,500, the gain 
bringing the Government employment 
index for July to a higher point than 
at any corresponding date since 1930. 
Manufacturing as a whole showed 
gains, and the gains in mining, trans- 
portation and construction were above 


the average as at July 1 for the last 
15 years. 
* * * 


As in the United States, so in Ca- 
nada the crop situation, due to the 
serious drought, has become a matter 
of great concern. The dry weather, in 
the view of the Monthly Commercial 


Letter of the Canadian Bank of Com- 
merce, has left a mark on Canadian 
economy which will not soon or easily 
be erased. But compensating factors 
are found in a momentum of recovery 
in non-agricultural branches of busi- 
ness. Forestry and mining are having 
an expanding export trade; construc- 
tion is showing decided improvement; 
tourist trade is the most substantial in 
recent years, and even in agriculture 
there is an improvement in the quality 
and price of certain products as com- 
pared with last year. But it is said 
that Canadian economy is at least an- 
other year distant from that state neces- 
sary for a rounding out of its recovery, 
namely, a normal farm purchasing 
power distributed as equally as pos- 
sible; farm income as a whole may 
be at a slightly higher level this year 
than last, but it will be spread over a 
smaller field. 

The carry-over of the Canadian 
wheat crop, as of July 31, is placed at 
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135 to 140 million bushels, or fully 
75 million below that of the previous 
year. 

As a result of the drought, farm 
prices have sharply advanced, wheat, 
feed grains and potatoes leading. 

General improvement in mining, 
manufacturing and distribution is noted 
by the Royal Bank of Canada. In 
manufacturing the improvement has 
been especially marked in the heavy 
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industries. The lumbering industry 
in British Columbia is prospering and 
this prosperity is likely to continue 
on account of building activity. 

Canadian exports for the first six 
months of 1936 exceeded in value those 
of the corresponding months of 1935 
by 20 per cent. Retail trade for the 
first five months of 1936 was about 
2.5 per cent. greater than for the like 
period in 1935. 


INTERNATIONAL BANKING NOTES 


Munster & LernsteR BANK LIMITED 
(Cork, Ireland). At the 101st ordi- 
nary general meeting of shareholders, 
July 24, the report of the directors 
for the half-year ending June 30 
showed profits—after the customary 
deductions—of £68,026 17s, to which 
was to be added £42,730 3s balance 
from last account. Out of this sum 
a dividend at the rate of 12 per cent. 
was declared; £12,500 was transferred 
to contingencies account; £5000 was 
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applied to reduction of premises ac- 
count and a like sum placed to staff 
pension fund, leaving £43,257 to be 
carried forward. 


OTTomAN Bank. The sixty-ninth gen- 
eral meeting of shareholders was held 
at Winchester House, Old Broad street, 
London, June 16. General the Hon. 
Sir H. A. Lawrence, G.C.B., was in the 
chair. Messrs. Charles Couture and 
André Artonne, representing the two 
largest shareholders, the “Banque de 
Paris et des Pays-Bas” and the “Crédit 
Foncier d’Algérie et de Tunisie” re- 
spectively, acted as scrutineers. Bay 
Ihsan Rifat Koral, Turkish Govern- 
ment Commissary, attended the meeting. 

The general committee laid before 
the shareholders their sixty-ninth re- 
port. 

In the preparation of the balance 
sheet, assets and liabilities in foreign 
currencies were converted into sterling 
at the rates ruling at December 31, 
1935, except the item bank premises 
and real estate for which the rates 
applied in last year’s balance sheet 
were continued to be maintained. 

The accounts made up to December 
31, 1935, after providing for bad and 
doubtful debts out of revenue and pro- 
visions previously made, show an 
amount available of £104,783 19s. 5d., 
including £29,541 17s. 9d., brought 
forward from the previous year. 

The committee recommended a dis- 
tribution at the rate of 3s. per share 
payable in Istanbul, London and Paris 
on June 22, 1936, leaving £29,783 
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19s. 5d. to be carried forward to the 
current year. 


Wittiams.) Deacon’s Bank LIMITED 
(London). The directors of Williams 
Deacon’s Bank Limited have elected 
Ernest Edward Bird, of Gray’s Inn 
Square, W. C. 1, to a seat on the board 
of the bank. Mr. Bird is chairman of 
the Legal & General Assurance Society 


Ltd. 


Bank OF Cuina. With a view to pro- 
moting trade between the United States 
and China and to making the extensive 
facilities of its numerous branches in 
China available to American business 
men and Chinese business men in 
America, the Bank of China has opened 
a New York Agency at 40 Wall Street. 
This marks the first time that a leading 
Chinese bank has directly entered the 
American financial scene. The New 
York Agency, which will be managed 
jointly by C. H. Wang, American- 
educated Shanghai banker, and H. D. 


R. Burgess, a former assistant vice- 


president of the Irving Trust Company, 
New York, is expected to play an 
important part in the trade and finan- 


cial relationships between the 


countries. 


two 
-©- 


THE ATTACKS ON “THE MONEY 
CHANGERS” 


THE continued public attacks on the 
“money changers,” that is, the bank- 
ers, have reached a point where they 
deserve the careful study of the busi- 
ness community. 

In perhaps no other democratic 
country are the bankers under such 
rigid Government regulation as in the 
United States. The Banking Acts of 
1933 and 1935 have redefined the 
functions of the banks, imposing, 
among other measures, rigid control 
over the use of bank credit for loans 
on securities. These restrictions were 
tightened further by the Securities and 
Exchange Act. Under the Banking 
Act of 1935, the Board of Governors 
of the Federal Reserve system received 
power to raise member bank reserve 
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requirements in addition to its other 
powerful instruments of credit control. 
Similarly, the activities of the invest- 
ment bankers and dealers in securities 
as well as the operations of the stock 
exchanges have been carefully regu- 
lated by law. On top of all this, it is 
well-known that the money market to- 
day is entirely dominated by the 
Treasury, and that money rates spring 
more from Government policy than 
from economic forces. 


The activities of the commercial and 
investment banks during the past few 
years have been such as to provide no 
reasonable basis for criticism for lack 
of co-operation with the Government. 
Commercial banks by purchasing 
Government bonds have made it pos- 
sible for the Government to finance 
its budget deficits. The investment 
banking firms meanwhile have been 
facilitating refunding operations which 
materially reduce rates of interest paid 
by corporate as well as municipal bor- 
rowers. The “money changers,” in 
fact, thus have proved useful in the 
recent emergency and without their aid 
the policies of the present Administra- 
tion could hardly have been carried 
out. 

It is, of course, possible that those 
who criticise the “money changers” be- 
lieve that a Government could have 
carried out its financing without the 
aid of the bankers. In the economic 
philosophy of these critics, this could 
be achieved by the printing of paper 
money instead of selling bonds and 
paying interest to holders, including 
the banks. Obviously, such a money- 
printing policy would quickly lead to- 
disaster. Experience has taught that 
whenever a nation has started to finance 
itself by the printing press, inflation 
and economic chaos has resulted. 

It is high time that politicians and 
reformers who seek to cure the ills of 
the world through panaceas should 
carefully study the effects of the meas- 
ures which they propose. If they 
would do so, it is quite certain that 
many of their proposals would never 
have seen the light of day.—New York 
Journal of Commerce. 





Bankers Urged to Attend A.B.A Meeting 


EMPHASIZING the importance of “co- 
operation and mutual exchange of view- 
point among bankers and _ others,” 
Robert V. Fleming, president, Ameri- 
can Bankers Association, has sent a 
communication to all members of the 
organization urging their attendance at 
the annual convention to be held at 
San Francisco, September 21-24. 

The convention program, he said, 
will call into “our councils speakers 
from various lines of business to give 
us their viewpoint and advice,” and the 
plans for the convention discussions 
take into consideration the fact that one 
of the major problems of banking to- 
day is to develop its operations along 
lines that will create greater public un- 
derstanding of its methods and services. 

“Although banking has gone far 


along the road of recovery, one of its 
major problems still is to develop its 
operations on lines that will in them- 
selves create greater public understand- 


ing of its methods and services,” Mr. 
Fleming said. “It is my earnest con- 
viction that such public understanding 
of banking is not only an essential de- 
fense against attacks from whatever 
source, but is also requisite to re- 
establishing it upon a firm and satis- 
factory basis of profitable operations. 
These considerations have been among 
the controlling factors in our plans for 
the 62nd annual convention of the 
American Bankers Association, to be 
held in San Francisco, September 21-24. 

“The improvement in general con- 
ditions which is now taking place should 
be of material aid to bankers in carry- 
ing forward a constructive program for 
increasingly useful relationships _be- 
tween banking and business, as well as 
one of more helpful personal business 
services to all our people. Sound bank- 
ing conducted in ways the public need 
and understand must be the aim of suc- 
cessful bank management. 

“How can the banker make his op- 
erations and policies more understand- 
able to the people of his community? 
How can better and broader financial 
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services be soundly provided? How 
can banking improve its operating 
methods and income? These and many 
similar questions demand the earnest 
attention of all bankers. They call for 
a fresh counselling together and a new 
interchange of experience and advice 
among the members of our profession. 

“With these thoughts in mind, we 
have built the convention program this 
year with the view of also calling into 
our councils speakers from various lines 
of business to give us their viewpoints 
and advice. I can say without reserva- 
tion that this is to my mind one of the 
most crucial years in the evolution of 
American banking, and that we are 
passing through a period demanding, as 
never before, codperation and mutual 
exchange of viewpoint among our 
members and others. 

“I therefore urge the membership of 
the American Bankers Association to 
make every endeavor so to shape their 
plans as to be with us in this annual 
common council of the nation’s bank- 
ers. I can assure them that the ad- 
dresses, the reports and the discussions, 
as well as the interchange of contacts 
among bankers from all parts of the 
country, will constitute a most valuable 
investment of their time.” 


~©- 
BANKING SYSTEM UNSTABLE? 


THE immediate outlook for American 
recovery, altogether, is undoubtedly 
favorable. There are many funda- 
mental problems to be faced. The 
banking system is as unstable as ever 
—if not more so.—The Economist 


(London). 
WHAT IS A DOLLAR? 


THE force of custom leads us to take 
any piece of green paper of a certain 
size and appearance as a “dollar.”— 
Benjamin N. Phillips, President, First 
National Bank, Port Angeles, Washing- 


ton. 





ADVERTISING AND PUBLIC RELATIONS 
Edited by Malcolm Davis 


Whispering Campaign 
By W. J. Irvine 


C@4% ZOU bankers have been taking 
it on the chin long enough from 
these whispering campaigns. 

Why don’t. you fight fire with fire?” 

Burley Dan Billings, president ‘of 

Propaganda, Inc., thrust out his jaw 

and shot the question at’ Vice-President 

Ormsby, public relations officer of 

the Gateway National Bank. Ormsby 

smiled and said nothing. 


“You don’t think it can be done, 
eh?” asked Billings. nettled. “Well, 
you fellows will wake up when it’s 
too late if you don’t forget the rules 
and play rough for a change. You've 
got to give the politicians a dose of 
their own medicine if you want an 
even chance in this game. You 
bankers may not think it nice, but 
you've got to admit it works. 

“Look how we broke the strike at 
the Midwest plant—remember? Our 
representatives made a_ house-to-house 
canvass of the strikers, pretending to 
be vacuum cleaner salesmen. When 
the wives of the strikers said they 
didn’t have any money to buy vacuum 
cleaners or anything else, our propa- 
ganda boys filled them full of how the 
business agents were living off the fat 
of the land while the strikers were 
starving. We finally wound up by 
advising their husbands to get in touch 
with the company’s employment office 
and ask for their jobs back. The 
strike ended in a week. 

“And look what we did for the 
Excel Department store. We sent pairs 
of women into the street cars and the 
rest rooms to gossip out loud about 
the swell bedroom suites at -Excel’s. 
The furniture department was sold out 
in two days. 

“The gossipers that started your 
runs are still busy talking about how 
you won’t lend and your rates are too 


high and you’re making too much 
money. 

“Now, why don’t you bankers get 
wise? We could put our gossipers 
into the office building elevators, the 
buses and everywhere, to tell what 
would happen if the politicians take 
over the banks, and how it will be hard 
for anyone to get a loan if they don’t 


Many bankers have been ap- 
proached by some member of that 
borderline species who promises 
(for a nice, fat fee) to whisper 
the bank right into the warm 
heart of the public. This story, 
based on an actual incident, has 
a boomerang ending that will de- 
light you. The author is a bank 
public relations man who uses a 
pen name for obvious reasons.— 
EpiTor. 


belong to. the right party. And how 
the cost of having a checking account 
at a bank will go sky high if the 
politicians run the banks. 

“Think it over. Here’s my card. I'll 
be in to see you again in a couple 
of days.” 

Ormsby was still smiling quizzically, 
but more thoughtfully, as his visitor 
stalked out in the most approved, 
walking-delegate fashion, each bulky 
step vibrating the office partitions. 

The temptation to use this sly, in- 
sidious form of propaganda was great, 
as Ormsby recalled the bank “holli- 
days,” the closed banks, the indictments 
of bankers, the convictions and the 
general criticism under which even the 
good bankers were still squirming. 
Yes, the end almost justified the means. 


Yet 
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Billings was back in two days, with 
his blustering, high-handed manner. 
Ormsby’s secretary greeted him 
politely. 

“I’m sorry, Mr. Billings,” she said, 
“but Mr. Ormsby is out-of-town today.” 
And as Billings hesitated momentarily 
as to his next course of action, she 
added, ““You’ve come to ask him about 
using gossipers for the bank instead of 
against it, haven’t you? I couldn’t 
help overhearing your conversation the 
other day.” Then, drawing a little 
closer and lowering her voice, she 
purred, “Do you mind if I make a con- 
fidential suggestion? I don’t think 
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Mr. Ormsby would like it if I told 
you this, but I heard him say yester- 
day that he understood the Department 
of Justice was starting a drive against 
all whispering campaigns and he 
didn’t think the bank would want to 
enter into one. Besides . = 
Mr. Billings,” she called after his dis- 
appearing coat-tails, “where are you 
going?” 

Then, with a mischievous smile, she 
stepped into Ormby’s office. 

“Well, it worked, Boss,” she said. 
“I really believe there’s something to 
these whispering campaigns!” 


Bank Advertising at Work 


HE trust department of The First 
National Bank and Trust Com- 
pany, Tulsa, Oklahoma, has de- 
veloped a chart showing the taxes 
under Oklahoma Estate, Federal Estate 
and Gift Tax Acts of 1935. The chart 
is available to lawyers and insurance 
men who are finding it most helpful 
as it tells the amount of these taxes 


at a glance rather than merely giving 


the percentages. The chart is at- 
tractively presented in a two-fold leaflet 
with the inside pages giving the chart 
and the outside ones asking a few 
pertinent questions about insurance 
and estates and saying a little bit about 
the trust department itself. , 


ao * * 


In commemoration of the 250th an- 
niversary of Albany’s charter, the Na- 
tional Savings Bank, Albany, N. Y., 
published a fascinating historical map 
as a souvenir of the occasion. This 
map was published in local newspapers 
as a matter of general interest and 
information in special editions issued 
on the anniversary date. An ap- 
propriate sidelight is the fact that the 
bank is now on the site of the Steven- 
son Mansion which was Martin Van 
Buren’s home at the time that he, as 
ninth Governor of New York State, 
wrote his famous safety fund banking 
system which has been proclaimed the 
best executive message ever delivered 


in the legislature. The bank seized this 
opportunity to tell this interesting 
historical fact in newspaper advertise- 
ments and in special folders and 
calendars designed for the occasion. 
And the historic maps met with such 
a wide demand that the original print- 
ing of ten thousand was exhausted in 
two days and reprints had to be 
ordered. 
* * * 

A valuable little booklet has been 
issued by the Northwest Bancorpora- 
tion, Minneapolis, Minn. Entitled 
“The Human Side of Banking” it dis- 
cusses the bank’s relationships with its 
customers in brief, quickly compre- 
hended language. Some of the para- 
graph topics mentioned in the booklet 
are: The Need for Banks; Capital Re- 
quired to Operate; Chief Source of 
Income; Arteries Through Which 
Trade and Commerce Flow: Bank 
Loans Build Cities, Homes; Con- 
fidential Relationship; and so on. A 
second section deals with the opera- 
tion of a bank account and explains a 
good bit about checking services and 
the other facilities that a bank has to 
offer. At the close these services are 
summarized and a word or two is 
spoken about the scope and facilities 
of the Northwest Bancorporation 
throughout Minnesota, Wisconsin, Iowa, 
Nebraska. North Dakota, South Da- 
kota, and Montana. 
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A series of six advertisements com- 
memorated the fortieth anniversary of 
the Citizens State Bank, of Sheboygan, 
Wisconsin. The first ad gave a brief 
word picture of the events leading up 
to the opening in 1896; the second 
showed comparative statements of con- 
dition of forty years ago and today; 
the third gave a chronological record 
of important happenings during that 
period; the fourth gave the record of 
forty years in figures; the fifth pointed 
out that forty years ago the bank was 
the smallest in Sheboygan County and 
today is the largest; and the closing 
advertisement of the series dedicated 
itself to the continuance of the prin- 
ciples which in the past had _ estab- 
lished the bank’s reputation and made 
possible its growth. 


* * * 


Herewith an interesting piece of copy 
that comes from the First Wisconsin 
National Bank of Milwaukee, under 
the heading “Men Who ‘Talk Your 


999 
Language. 


“The financial needs and problems of a 
corner grocery differ widely from those of 
a great steel foundry. Obviously—what- 
ever your business—you enjoy a definite 
advantage when you discuss your banking 
requirements with men who ‘talk your 
language. Under the First Wisconsin’s 
Divisional Loan Organization, all business 
accounts are grouped in logical Divisions, 
enabling officers in each Division. to devote 
their time and attention to the specific 
needs and preblems of related accounts. 
Thus, all loan applications receive the 
careful consideration of men who have at 
their command a valuable fund of specia- 
lized knowledge and _ experience . 
men who understand the financial require- 
ments of your particular business.” 


* * * 


Little does the average person realize 
the tremendous amount of labor that 


goes on behind the scenes. To help 
give some idea, The American National 
Bank, Nashville, Tenn., published an 
advertisement explaining a little some- 
thing about the operations necessary in 
the checking department alone. There 
are thirteen operations on every out-of- 
town check, thirteen on every check on 
the bank itself, and eight on every 
check on other local banks. During 
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one day these operations on the total 
number of checks reached but a few 
short of a million. Maybe this large 
number of operations is just the re- 
flection of another advertisement which 
told that on July 14 the accounting de- 
partment cleared over 86 thousand 
checks—the largest volume of checks 
ever cleared in the bank’s fifty-three 
years existence. 


* * * 


The now-famous Journal of The 
Union & New Haven Trust Company, 
New Haven, Conn., tells in its August 
issue how bank examiners go about ex- 
amining a bank. Really, the subject 
can be made most readable and in this 
booklet the bank has told a story that 
is interesting, understandable, and that 
will make towards a better understand- 
ing between the bank and its com- 
munity. 

* * * 

Leighton Hough, advertising man- 
ager of the First National Bank, Osh- 
kosh, Wis., has issued a report on 
safe deposit practice as a result of a 
survey made under his direction on be- 
half of the F. A. A. The question- 
naires were arranged in groups accord- 
ing to the population—group 1 being 
the results from towns where popula- 
tion is 25,000 or less and up to group 
5 with populations of 500,000 and 
over. Group 1 had an average of 
6414 per cent. of its boxes rented, a 
slight decrease over last year; group 
2 had 7314 per cent. of the boxes 
rented, an increase over last year; 
group 3 had an average of 66 per cent., 
a slight decrease; group 4 an average 
of 64.7 per cent. and a decrease; while 
group 5 had an average of 66.8, per 
cent. of their safe deposit boxes rented, 
and again there was a slight decrease. 


~©- 
THE ORIGIN OF WAR 


War is undoubtedly generally origi- 
nated by an outburst of greed, a desire 
for acquirement of territory and things 
belonging to others, and it is useless 
for politicians to deny this fact.—A. H. 
Gibson, in London Bankers Magazine. 





The F. A. A. Convention 


HERE can be little argument that 

banking is still a mystery to the 

vast majority of people. It is 
almost right to say there are many 
confused thoughts about banking that 
linger on in the public mind. 

For years people looked up to the 
banker. The banker’s advice was 
sought after—his position in the com- 
munity was a most enviable one—he 
was a man marked as being something 
above the ordinary run of humans. 

Austere, cathedral -like banking 
houses—the awesome power that is 
money—the casual talk by bankers of 
more dollars than the average man 
spends in a lifetime; all these factors, 
and many more, contributed to the 
public idea that banking was some- 
thing far removed from the average 
individual. 

Then one day many bankers who had 
been lauded in public print began to 
get a terrible slamming in the head- 


lines, and to look like little tin gods. 
Newspapers blasted away at financial 
figureheads and much soiled linen was 


washed before the public eye. Banks 
closed and many honest folk lost their 
life’s savings, and with them lost the 
worn hopes that had still shone after 
years of sacrificing toil. No wonder 
the citizens first began to mutter and 
then to clamor against all bankers, 
good and bad. The peey had 
swung the other way. 

Somewhere between the public image 
of the banker as a god, and the image 
of him as a devil, there lies a truthful 
medium. 

The banker of today should be a 
man who thoroughly understands the 
intricacies of banking—who diploma- 
tically balances his obligations to de- 
positors, borrowers, and stockholders. 
The banker is a man doing his level 
best to cope with problems that, ever 
changing with the times, become in- 
creasingly difficult. And the banker of 
today should be equally alive to the 
fact that the average person would 
truly evaluate his worthiness if a ray 
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or two of light could be shed upon 
banking. 

The big question is—how may this 
be accomplished? Educating people 
as a whole is a painstaking and patient 
proposition. Much of the leadership 
taken in promoting this most im- 
portant work has stemmed from the 
Financial Advertisers Association. 

During September 14-17, the F. A. A. 
holds its annual convention. This 
year it will be at the Hermitage Hotel 
in Nashville, Tenn. The most com- 
petent brains in financial public rela- 
tions will meet at this convention to 
swap ideas and acquire mutual stimu- 
lation. 

Any banker who has the slightest 
interest in the public relations problems 
facing him in his community will feel 
amply repaid for his attendance at this 
convention. 

What will take place at Nashville 
may best be described by quoting 
directly from the August issue of the 
F. A. A. Bulletin. 

“The human side of finance as dis- 
tinguished from the technical opera- 
tion of banks, investment houses and 
trust companies, will be the dominant 
note of the 21st Annual Convention of 
the National Financial Advertisers As- 
sociation. 

“In accordance with its long stand- 
ing policy, the F. A. A., which consists 
of the advertising, business develop- 
ment and public relations executives 
of the leading banks, trust companies, 
and investment houses of this country 
and Canada, leaves to other financial 
trade organizations the _ technical 
problems of investment, trusteeship and 
financial operation. The F. A. A. 
concerns itself primarily with the 
human side of those services—the man- 
ner and need rather than the method 
by which financial services are ren- 
dered to the public, which in the long 
run determines whether and how the 
public accepts those services and the 
institutions behind them. More and 
more is the public-minded banker 
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realizing that the future of banking 
is in the hands of his average cus- 
tomers—the men and women whose 
votes on financial legislation determine 
the destinies of American finance. 

“Among speakers whose experienced 
views in their own fields will be ap- 
plied to financial public relations are: 
the president of a national chain of 
hotels, the president of one of the 
largest insurance companies, the edi- 
tor of a metropolitan newspaper, the 
customer research manager for a giant 
industrial organization and a _ radio 
news commentator whose name is fami- 
liar to all listeners. These are some 
of the speakers at the general sessions 
who will emphasize the importance of 
the human aspect as applied to the 
business of finance. 

“An unusual feature will be a ses- 
sion devoted to the discussion of what 
state bankers associations have done 
and can do to further bank public and 
customer relations. The secretaries of 
several state bankers associations who 
have done outstanding jobs in their 
respective states will be heard, and in 


The F. A. 


The complete program of the con- 
vention which has just been released 
from association headquarters is as fol- 
lows: 


PROGRAM, 2Ilsr ANNUAL CONVEN- 
TION FINANCIAL ADVERTISERS 
ASSOCIATION 
Nashville, Tenn., Sept. 14-17, 1936 


Monday morning, Sept. 14, General Session 
Presiding Robert W. Sparks, president, 
F. A. A., vice-president, Bowery Sav- 
ings Bank, New York. 
Invocation—Dr. Roger T. Nooe, pastor, 
Vine St. Christian Church, Nashville. 
Address of Welcome—C. M. Preston, 
president, Hamilton National Bank, 
Knoxville; president, Tennessee Bank- 
ers Assn. 
Response—G. Lorne Spry, advertising 
manager, Canada Trust Co., London, 
Canada. 
President’s Message—Mr. Sparks. 
“America’s Financial Future” 
(speaker to be announced) 
Monday noon, Sept. 14. Elder Statesmen’s 
Luncheon 
Chairman, Marvin E. Holderness, vice- 
president, First National Bank, St. 
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summary, a _ bank public relations 
director will indicate how F. A. A. 
members can codperate with their 
respective state banking associations. 

“Other features of the program will 
be a tour of the advertising exhibit 
which annually presents the cream of 
financial advertising from all sections 
of the United States; special depart- 
mentals for members particularly in- 
terested in developing savings, com- 
mercial and trust business; a con- 
ference entitled ‘Public Relations in 
Banking’ with speakers on such de- 
tailed phases as advertising, selling, 
publicity, customer contact and em- 
ploye training, a talk giving the 
results of a survey on ‘what most 
people don’t know about banking’.” 

Yes, the Nashville convention will 
be eminently worthwhile from any 
banker’s standpoint. Further informa- 
tion regarding it may be obtained by 
writing directly to Preston E. Reed, 
executive secretary, Financial Adver- 
tisers Association, 231 So. La Salle 
street, Chicago, Illinois. 


A, Program 


Louis, and one of the founders of the 
Pr. AM, Me: 


Monday afternoon, Sept. 14. General Session 

Presiding—H. Grady Huddleston, secre- 
tary, Tennessee Bankers Assn. 

Subject: “What State Bankers Associa- 
tions Have Done and Can Do to Fur- 
ther Bank Public Relations.” 

Speakers’ Bureaus—Belford P. Atkinson, 
asst. secy., Ohio Bankers Assn. 

School Education — Wall G. Coapman, 
secretary, Wisconsin Bankers Assn. 
Advertising—I. I. Sperling, asst. vice- 

pres., Cleveland Trust Co. 

Publicity—Haynes McFadden, secretary, 
Georgia Bankers Assn. 

“How F. A. A. Members Can Co-operate 
with Their State Bankers Associations” 
—Lewis F. Gordon, director, Public Re- 
lations, Citizens & Southern National 
Bank, Atlanta. 

Tour of Financial Advertising Exhibit— 
conducted by J. M. Easton, advertis- 
ing manager, Northern Trust Co., Chi- 
cago. 

First Timers’ Party—Chairman: Richard 
H. Wells, cashier, State-Planters Bank 
and Trust Co., Richmond, Va.; Fred J. 
Botzum, advertising manager, Firestone 
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Park Trust and Savings Bank, Akron, 
Ohio. 


Monday evening, Sept. 14. 

Presiding—C. Delano Ames, advertising 
manager, Maryland Trust Co., Balti- 
more, Md. Theme—‘Public Relations 
in Banking.” 

“Advertising’—Towner Phelan, assistant 
vice-president, St. |Louis Union Trust 
Co., St. Louis, Mo. 

“Publicity’—J. E. Wright, Fidelity Trust 
Co., Pittsburgh, Pa. 

“Selling”---Robert J Izant, vice-president, 
Central |National Bank, Cleveland, O. 

“Customer Contact and Employe Train- 
ing’—Miss Betty Sutton, advertising 
manager, American National Bank, 
Kalamazoo, Mich. 

Discussion and presentation of film “Vis- 
ualizing Banking,” by C. E. Brockway, 
president, First National Bank, Sharon, 
Pa. 

General Get-Acquainted Party— 
Chairman of entertainment committee, 
J. R. Kellman, assistant vice-president, 
Broadway National Bank, Nashville, 
Tenn. 


Tuesday morning, Sept. 15 

Trust Development Division Breakfast. 
Presiding Paul P. Pullen, Chicago Title 
and Trust Co. 

Commercial Development Division Break- 
fast. Presiding, Chester L. Price, as- 
sistant manager, Business Extension 
Dept., City National Bank and Trust 
Co., Chicago. 

Savings Development Division Breakfast. 
Presiding, John J. McCann, Jr., adver- 
tising manager, National Savings Bank, 
Albany, N. Y. 

General Sessions— 

Presiding—Wm. H. Neal, vice-president, 
Wachovia Bank and Trust Co., Win- 
ston-Salem, N. C., vice-president, F.A.A° 

“The Expensive A. Mce- 
Kowne, president, Hotels Statler, Inc., 
New York City. 

“The City Editor's Blue Pencil”—Carlton 
K. Matson, editor, The News-Bee, To- 
ledo, O. 

“Customer Research’—H. G. Weaver, di- 
rector, Customer Research, General 
Motors Corp., Detroit. 


Tuesday afternoon, Sept. 15 

General session devoted to trust develop- 
ment work. 

“What Sells a Trust, by a Professional 
Layman”—C. H. Handerson, McCann- 
Erickson, Inc., Cleveland (past presi- 
dent, F. A. A., 1927) 

“Analyzing Our Market”—Albert Jour- 
neay, vice-president, The Purse Co., 
Chicago, Il. 

“Building Trust Business in the Smaller 
Community”—C. W. Bailey, president, 
Southern Trust Co., Clarksville, Tenn. 
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“A Better Basis for Underwriter Co-op- 
eration”—V ance Desmond, _ Detroit 
Trust Co. 

Forum—“The Best Current Approach for 
Selling Trust Service’—Don Cameron, 
second vice-president, Continental-I}i- 
nois National Bank and Trust Co., Chi- 
cago, Til. 

G. S. H. Carter, publicity officer, To- 
ronto General Trusts Corp., Toronto, 
Can. 


Tuesday evening, Sept. 15 

Commercial and Savings 
Dinner. 

Introducing Henry C. Ochs, vice-presi- 
dent, Winters National Bank and Trust 
Co., Dayton, O. 

Speaker—A. G. Brown, president, Ohio 
Citizens Trust Co., Toledo, “New Cred- 
it Fields for Banks.” 

Discussion—“Method of Publicity Adver- 
tising and Contact for Application of 
New Credit Fields for Banks.” 

Trust Development Dinner. 

Report of trust development research 
committee by John Garver, vice-presi- 
dent, Manufacturers & Traders Trust 
Co., Buffalo, N. Y. 


Development 


Wednesday morning, Sept. 16—General Ses- 
sion. 
Presiding y 
cashier, Fort Worth 

Fort Worth, Texas. 

“Can Nationwide Good-Will Be Developed 
by Advertising?”—Harry Boyd Brown, 
National Merchandising manager, Phil- 
co Radio & Television Corp., Philadel- 
phia. 

“Intangibles of Advertising’—Frank J. 
Reynolds, president, Albert Frank- 
Guenther Law, Inc., New York City. 

“What Most People Don’t Know About 
Banking.” Report of a survey by John 
A. Price, advertising manager, Peoples- 
Pittsburgh Trust Co., Pittsburgh, Pa. 


y, assistant 
National Bank, 


Wednesday noon, Sept. 16 
Business session—election of officers. 


Wednesday afternoon, Sept. 16 
Departmental Sessions: 
Commerical and Savings 

Departmental. 

Presiding, John J. McCann 
Introducing, Marvin A. Lemkuhl, First 
Wisconsin National Bank, Milwaukee. 
Speaker, Robert B. Umberger, vice- 
president and cashier, Personal Loan 
and Savings Bank, Chicago. 

Trust Development Round Table 

“Selectivity of Trust Business’—Don 
Laing, asst. secretary, Northern Trust 
Co., Chicago, Il. 
“The Class Publications as a Medium 
for Trust Advertising’—John Steven- 
son, McGraw-Hill Bock Co., Inc., New 
York City. 


Development 
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Bankers attending the A. B. A. Convention in San Francisco will have the opportunity 

of viewing major developments occurring on historic San Francisco Bay. The above 

reproduction of a ‘recent painting shows: Oakland and Berkeley in the foreground; 

The Oakland San Francisco Bay Bridge and in the center the artist’s conception of 
the Golden Gate International Exposition of 1939. 


“Opportunities in the Probate Field”— 
J. K. Sinclaire, McMillan-Sinclaire Co., 
New York City. 

“The Development Department—Its 
Record and Aims”—A. K. Foster, as- 
sistant trust officer, Birmingham Trust 
and Savings Co., Birmingham, Ala. 


Wednesday evening, Sept. 16 

Annual Banquet 
Presiding, Robert W. Sparks, president 
Toastmaster, Fred M. Staker, assistant 
vice-president, Commerce Trust Co., 
Kansas City. 

“The Human Side of Finance.” (speaker 
to be announced) 


The program has been arranged un- 
der the direction of Thomas K. Kip- 
hart, advertising manager of the Fifth- 
Third Union Trust Company, Cincin- 
nati, Ohio, who is first vice-president 
of the national Financial Advertisers 
Association. 

—o— 


THE PURPOSE OF THE BANKER 


THE purpose of the banker is to use 
his experience, training, and good judg- 
ment in determining whether or not 
the plans and good intentions of those 
who come to him for loans are well 
founded and justify his lending the 


money of his depositors. The billions 
of dollars of bank credit thus in con- 


stant use to lubricate the nation’s ma- 
chinery of production and distribu- 
tion are as vital to these processes as 
oxygen is to life. The unused billions 
of bank credit represent the vast sum 
of the nation’s potential purchasing 
power—a power which today stands 
ready to serve the needs of reawaken- 
ing commerce; a power which charges 
the men who administer and control it 
with the heaviest responsibilities that 
occur in our economic life! Prescribed 
by monetary charlatans, or admin- 
istered in overdoses, this power of 
credit can be as mighty in destruction 
as it is powerful in reconstruction! 
Properly supplying the flow of credit 
to soundly stimulated commerce is the 
counter responsibility of retarding the 
flow of power to artificially re-created 
industry. Stability and balance are 
the professional ideals of the banker. 
—From the Prize-Winning A. I. B. 
Speech of Frank C. Adams, Bank of 
California, N. A., Seattle, Wash, 
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THERE is no better tonic for business, 
or remedy of unemployment, than good 
business profits.—National City Bank 
Letter. 


231 





IN THE MONTH'S NEWS 


Service Charges 


q At Columbus, Ohio, Attorney-Gen- 
eral John W. Bricker has ruled that a 
county is without authority to pay the 
service charge imposed by banks in 
handling accounts of probate judges 
and clerks of courts. The ruling was 
given in an opinion to the prosecuting 
attorney of Sandusky County. 

A proposal that Seneca County estab- 
lish its own banking system is under 
consideration by county officials. Serv- 
ice charges put into effect recently by 
Tiffin banks gave rise to the demands. 

Officials who are considering the 
county banking system are hopeful that 
the banks will exempt county offices 
from the new charge. State examiners 
have held that county offices are with- 
out authority to pay the bank charges 
out of public funds. 


@ Extension of the new CheckMaster 
Plan into Philadelphia was announced 
by James A. Bell, president of the 
Northwestern National Bank. The new 
facilities providing for the carrying of 
checking accounts without minimum 
balance were opened to the public with 
a ceremony. Officials of the bank an- 
ticipate that with the opening of the 
new plan a large number of Philadel- 
phians who heretofore did not have the 
means to avail themselves of checking 
facilities will make use of the conveni- 
ence and prestige of owning a check 
book and a checking account. 


An institution with 10,000 checking 
accounts, the First National Bank of 
Birmingham, Alabama, has had an ex- 
tremely satisfactory record with its serv- 
ice charge. John A. Hand, comptroller, 
described the bank’s experience before 
the departmental conference of audits 
and accounting, at the Seattle conven- 
tion of the A.I.B. 

“After the service charge had been 
in effect a short while,” he said, “a 
survey disclosed that approximately 
3000 had increased balances, 4000 had 
closed out and we were charging 3000. 
The closed accounts averaged $23. Ad- 
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ditional revenue, amounting to approxi- 
mately $3000 per month, did not tell 
the whole story. After the 4000 ac. 


counts closed we discontinued several 
bookkeeping machines, reduced the cost 
of supplies and were able to make a 
substantial reduction in personnel.” 


q At one time, any large account was 
considered profitable merely because 
what seemed to be a good balance was 
carried, but analysis has shown that 
many such accounts were actually an 
expense because of activity. Frequently 
bankers have been amazed to discover 
how much money they are losing each 
month on excessively active large ac- 
counts. 


A uniform method of account analysis 
for larger accounts in banks has been 
recommended by the bank management 
commission of the A.B.A., following a 
recent nation-wide survey among clear- 
ing houses. This is the first national 
survey that has been made of account 
analysis devoted exclusively to larger 
accounts which do not fall under a 
regular measured or flat service charge 
plan. Results of this study showing 
practices followed by banks in analyz- 
ing the larger and more active accounts 
and rates charged for the various serv- 
ices rendered these accounts, have been 
published in a 24-page bulletin which 
is being sent to A.B.A. members. 


q The National City Bank of New York 
has inaugurated a special checking 
service with minimum balances which 
is being offered at seventy-one of its 
branches. The facilities of the special 
checking service are designed spe 
cifically to meet the needs of an indi- 
vidual and they are not opened to two 
or more individuals, partnerships, trade 
names, associations, corporations, fidu- 
ciaries or business concerns. 

Any individual who can furnish sat- 
isfactory references and make a deposit 
can purchase a checkbook for $2. New 
books are purchased as the old are used 
up. The bank makes no charge for 4 
deposit, which can be mailed or pre 
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sented only at the branch where the ac- 
count is opened. 

On the basis of $2 for a check book 
of twenty checks, the charge for each 
check is 10 cents. The charge for a 
book of checks will be deducted from 
the account when issued to the deposi- 
tor. Additional supplies of checks, in 
books of twenty, will be issued upon 
identification at the branch where the 
account is carried or upon mail request 
signed by the depositor. 


@Formal recognition of the Check- 
Master principle of banking, which re- 
quires no minimum balance in checking 
accounts and under which banks charge 
five cents for each item withdrawn or 
deposited, is contained in a resolution 
adopted at the last meeting of the Nas- 
sua County Clearing House Association 
(New York State) and already in ef- 
fect. This constitutes the first formal 
recognition of the CheckMaster Plan 
by a clearing house association. 

Two Nassau County banks have taken 
advantage of this action, the Freeport 
Bank of Freeport, Long Island, and the 
Hempstead Bank of Hempstead, both 
have contracted for the installment of 
the plan. 

The plan has also been installed in 
the Bank of New Hyde Park, L. I., 
N. Y., and at the Williston National 
Bank, Williston Park, L. I., N. Y. 


§ Metered Check System, Inc., has been 
organized for the development of per- 
sonal checking accounts in commercial 
banks and to educate the public to the 
advantages of this type of service. It 
also intends to maintain a clearing 
house for experiences with an advisory 
council. The benefit of these experi- 
ences will be disseminated to any bank 
without obligation. 

Metered Check System will not have 
an inflexible standard of operation, but 
will be applied in accordance with local 
costs, the policy of the bank, and the 
conditions of the community. It is un- 
derstood that a procedure of accounting 
will be recommended. 


Morris Plan 


| More than one hundred million dol- 
lars has been lent to 326,822 individuals 
by the Morris Plan Bank of Virginia 
since its founding fourteen years ago, 
Thomas C. Bushall, president, an- 
nounced August 5. The exact amount 
of loans made since 1922 is $101,057,- 
832, he said. 

The total amount of savings has 
gained $320,562 since the latest state- 
ment of the bank’s condition was pub- 
lished June 30. Savings have now 
reached $9,255,311 as compared with 
$8,934,749 at the end of June, the 
president declared. 


Checking accounts in force total 5534 
and amount to $1,371,115. Resources 
of the bank now stand in excess of $15,- 
582,000 while in 1922 the bank began 
operations with only $375,000 capital. 


Personal 


q At a recent meeting of the board of 
directors of the Bank of Manhattan 
Company, New York, Philip L. Kelser 
was appointed assistant vice-president 
of the bank. For the last ten years Mr. 
Kelser has been associated with the 
Bank of New York and Trust Company. 


qR. C. Clevenger, formerly president 
of the Fourth National Bank in Wichita, 
Kansas, has been elected president of 
the National Bank of Topeka, Kansas, 
succeeding Carl W. McKeen who has 
resigned. 


q A. P. Giannini, according to word re- 
ceived from Los Angeles, has been 
elected executive board chairman of the 
Bank of America to succeed his brother, 
A. H. Giannini who has become head 
of United Artists Film Enterprises. 


q R. Emmet Kerr, assistant vice-presi- 
dent of the American Trust Company, 
Charlotte, N. C., has succeeded to the 
presidency of the North Carolina Bank- 
ers Association to fill the vacancy 
created by the death of former presi- 
dent Milton E. Hogan. Mr. Kerr was 
formerly first vice-president of the 
association. 





This modern banking in- 
terior is equipped with the 
latest protective devices. 


q Seymour B. Wurzler has just been 
presented with a watch in recognition 
of his half century of service with the 


Dime Savings Bank of Brooklyn, N. Y. 


q Ralph G. Wilson has been made an 
assistant cashier of the National Bank 
of Washington, D.C. He has been with 
the bank for 20 years. 


@ Under the able direction of Presi- 
dent Clayton Bodley deposits of the 
First State Bank, Kansas City, Kansas, 
have increased from $393,000 in 1933 
to exceed $1,000,000 this year. Com- 
mon stockholders have been paid 4 per 
cent. dividends each quarter this year 
after setting aside ample reserves. 


THE MLL y 
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Bank Loans 


q Bankers are willing, but where are 
the borrowers? This is what Dr. W. 
Randolph Burgess, vice-president of 
the Federal Reserve Bank of New York 
asked in a recent address before the 
Institute of Public Affairs of the Uni- 
versity of Virginia and went on to say: 

“You would discover, I am sure, 
that in many of the interviews today 
the banker might be suggesting to the 
customer that he would be glad to lend 
him more money, and the customer 
would be telling the banker why he did 
not wish to borrow any more. The rea- 
sons would be, first, that most borrowers 
are at present well supplied with cash, 


The Hillsdale National 
Bank, Hillsdale, Pa., was 
recently designed and 
constructed by Tilghman 
Moyer Co. of Allentown, 
Pa. Interior view is 
shown above. 
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second, that most business men are not 
at the moment undertaking large new 
projects. For some years they have not 
been enlarging their plants or replacing 
old machinery or buying additional in- 
ventory or doing other things which 
would require additional borrowing. 
They are only just beginning to do so. 
We may summarize these considerations 
by saying that a growth in bank de- 
posits is dependent in the first place 
on the existence of willing borrowers. 
The banker cannot lend money unless 
good borrowers are willing to borrow.” 


GA total of 1571 credit unions have 
been chartered under Federal law dur- 
ing the past year with a membership of 
157,000. Loans have totaled 5.3 mil- 


lions. 


The Bulletin of the West Virginia 
Bankers Association makes the follow- 
ing suggestion for cutting down losses 
on loans: 


“Analysis of bank losses on loans 
during almost any period in the last 
fifteen years shows that such losses are 
on notes that have been renewed with- 
out curtailment for unduly long periods 
of time. A number of banks are suc- 
cessfully securing agreement for amorti- 
zation of loans from the borrower on 
a definite and regular plan which works 
no hardship upon the borrower and re- 
pays the loan at a definite date and 
the plan has the further advantage that 
the banker can depend upon these prin- 
cipal payments as they fall due for re- 
investment in other desirable paper. 
Experience has proven that the best 
time to secure such an arrangement is 
when the loan is made, and with definite 
terms and amounts previously agreed 
upon, few lapses in payments will be 
experienced by the banker in handling 
the paper.” 


Trust Costs 


qThe increased cost of the present-day 
trust service must be brought to the at- 
tention of the public, educating it to 
the value of such service and the jus- 
tice of proper compensation, Merrel P. 
Callaway told the Virginia Bankers 
Association. 
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Mr. Callaway, who is president of 
the trust division of the American 
Bankers Association and vice-president 
of the Guaranty Trust Company of New 
York, after sketching the development 
of trust service, in speaking on the 
topic “Trust Department Responsibil- 
ities,” said in part: 

“Today, we have the situation where 
the corporate trustee is an absolute ne- 
cessity in the economic life of the coun- 
try, performing indispensable services, 
and filling an ever increasing need, but 
doing so upon rates of compensation 
fixed for different times and for greatly 
less and different services, and with the 
expense of proper fulfillment constantly 
increasing. The result is, that many 
trust services are being rendered at less 
than actual cost, many trust depart- 
ments are showing but little, if any, 
profit and some are being operated at 
a loss. 


“It was not the development of the 
corporate trustee, however, that brought 
about the necessity for increased com- 
pensation. It was the greatly increased 
measure and quality of service made 
necessary under changed conditions 
that made it necessary and just. 


“The quality of the service cannot be 
reduced. The heavy legal responsibility, 
as well as duty toward the trust, pre- 
cludes that. We must look to bringing 
our case to the public, educating it to 
the value of corporate trust service, 
and the justice of compensation to 
cover. We must study costs, and means 
of reducing them. We must study im- 
proved methods for investment and seek 
laws permitting them under proper 
control and conditions. Our rate sched- 
ules must be studied, and rates estab- 
lished based upon reason and proper 
investigation. And above all, when so 
established, adhered to by all trust in- 
stitutions with complete fidelity to the 
public, and to each other.” 


Group Banking 


Transamerica Corporation is reported 
to have purchased control of the Na- 
tional Bank of Tacoma, Wash., one of 
the oldest national banks in the state. 





EXAMINATIONS - SYSTEMS - TAXES 
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Banks and Trust Companies 
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Forty-Two Broadway, 


It is said that negotiations have been 
proceeding for some time. 

The National Bank of Tacoma has 
total resources of more than $18,000,- 
000. All officers will remain with the 
institution under the new ownership 
and all personnel will be retained. 

S. M. Jackson is chairman of the 
board, and R. R. Mattison is president. 
Other officers are: G. T. Pierce, Ward 
Estey and R. W. Peck, vice-presidents; 
H. C. Harmany, assistant vice-president; 
E. T. Ness, cashier; H. C. Schweinler, 
H. J. Dille and S. P. Miller, assistant 
cashiers, and M. W. McCarty, trust 
officer. 


Training Employes 

{| Bankers were urged to see that their 
employes are trained in the knowledge 
of the new developments in banking 
which occur from day to day and to 
be taught the nature of the new bank- 


ing legislation and regulations, by 
F. R. Curda, assistant vice-president of 
the City National Bank and Trust Com- 
pany at Chicago, in his address to the 
Illinois Bankers Association. 

“Almost daily,” he said, “new de- 
velopments in the national or local 
areas affect banking. Should they not be 
analyzed to determine to what extent 
a bank, or banks in general, may be 
compelled to change existing practices? 
Should not the employes be advised of 
these analyses, so that faulty operation 
may be avoided uniformly, and _ that, 
if need be, correct explanations can be 
given to customers? 

“A most effective method in captur- 
ing the trend of public thought regard- 
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New York City 


ing banks, their operations, and serv- 
ices rendered, is to impose upon all 
employes the duty of recording any 
unusual questions or observations 
brought to their attention by the public 
either in or out of the bank. Periodic 
sessions, at which such questions or ob- 
servations can be answered and dis- 
cussed, may be held with great profit 
to all concerned. And in these meet- 
ings, employes can be encouraged to 
voice their own suggestions.” 


Bank Earnings 


q According to a recent statement is- 
sued by B. N. Saunders, Superintend- 
ent of Banks for the State of Nebraska, 
earnings of Nebraska state banks in 
1935 were approximately $3,420,000, 
and there remained after payment of 
salaries, taxes, interest and miscellane- 
ous expenses approximately $1,027,000 
as the net earnings from current op- 
erations. This was equivalent to about 
13 per cent. of the combined common 
and preferred stock outstanding. How- 
ever, this profit was reduced, or at least 
deferred, by charging off and writing 
down assets of over $900,000 during 
the year. In the same period recoveries 
of nearly $475,000 were realized. After 
giving effect to these additional items 
we find the net profits to be about 744 
per cent. of the amount of capital stock 
outstanding. It appears not unlikely, 
said Mr. Saunders, that 1936 will see 
less necessity for charging off and writ- 
ing down assets and at the same time 
bring greater recoveries on assets pre- 
viously charged off or depreciated and 
that these factors together with increas- 
ing legitimate demand for credit and 
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corresponding increase in loan and in- 
terest received accounts will bring sub- 
stantially greater net profits for 1936. 


qBank earnings are due for a rise ac- 
cording to a recent analysis by F. Eber- 
stadt & Co., Inc., which reported: 

“Despite the obstacle of low money 
rates, mid-year statements show that in- 
dicated earnings of New York banks 
have more than covered their dividend 
requirements. It requires little imagi- 
nation, in view of the large working 
funds, to visualize considerably larger 
earnings if commercial loans and dis- 
counts should increase concurrent with 
stiffening money rates.” 


Banking Law 
Colorado banks have been denied the 


right to practice law, in a recent deci- 
sion by the Colorado Supreme Court. 
The decision put an end to the prac- 
tice of some Colorado banks in draw- 
ing up wills, living trust indentures, or 
life insurance trust agreements. This 
work was formerly considered a part 
of the trust department services of 


banks. 


Bank Booklets 


q An attractive booklet has been issued 
by the Union Bank and Trust Company 
of Los Angeles entitled “A Record of 
Progress.” It gives an account of the 
history and progress of the bank and 
a summary of its services and ideals 
at the present time. It contains pic- 
tures of the bank’s officers and a view 
of its present home. This bank is known 
as “The Bank of Personal Service.” It 
has no branches. 


q “America’s Unknown City” is the 
title of an attractive brochure just pub- 
lished by the Harvard Trust Company 
of Cambridge, Mass. Cambridge is three 
hundred and six years old and has been 
ninety years a city. It has the most 
extraordinary history of any city in 
the nation, yet to the world it stands 
today practically unknown as a great 
American metropolis. This is because 
the true story of Cambridge has never 
been told. Half its history remains un- 
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written. It is appropriate that this 
unwritten history should at last be 
completed by the Harvard Trust Com- 
pany which for over seventy-five years 
has rendered continuous assistance to 
the citizens and business firms of Cam- 
bridge. This 27-page illustrated pamph- 
let is an important contribution to com- 
mercial history. 


Crime 


@ Says the Boston Traveler in an edi- 
torial on a recent Massachusetts hold- 
up: 

“An unaccompanied bank messenger 
was held up and robbed of $8971 in 
Malden. The messenger went every 
workday to an insurance office to get 
the day’s collection by agents. 

“Here was an invitation to rob, a 
routine collection of money, a daily 
trip of a messenger, on this day, at 
least, unaccompanied. 

“Would it have been less costly to 
hire an armed guard to accompany the 
messenger? Or is it cheaper to buy 
hold-up insurance?” 


New Legislation 

@ Gov. Hoffman of New Jersey has 
signed a bill which requires joint bank 
accounts of two persons to be paid to 
the survivor upon the death of one. 


Bank Buildings 


q Work is proceeding on the new 
building for the First National Bank 
of Beaumont, Texas. 


q Tilghman Moyer Company of Allen- 
town, Pa., who specialize in the de- 
sign, construction and equipment of 
bank buildings, report that a number 
of banks are taking advantage of pres- 
ent favorable conditions in the building 
industry to undertake improvements 
and alterations. Among recent opera- 
tions of this character are extensive 
alterations and additions to the build- 
ing of the Farmers National Bank and 
Trust Company, Ashtabula, Ohio; al- 
terations on the building of the Citi- 
zens Trust Company at Clarion, Pa.; 
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and a new safe deposit department for 
the West Branch Bank and Trust Com- 
pany, Williamsport, Pa. 


Anniversaries 


q The American Trust Company of 
Charlotte, N. C., has issued a folder 
commemorating its 35th anniversary. 
Its present deposits are now almost 
double the combined deposits of all of 
the banks of North Carolina in 1901. 


Gq The Wilson State Bank, Wilson, 
Kansas, observed its fiftieth anniversary 
in July. Art D. Jellison, president, be- 
gan his service with the bank in 1893. 
He has been president since 1908. 


Mutual Savings 


q Deposits in mutual savings banks of 
the United States crossed ten billions 
of dollars on July 1, a matter of 10 
millions less than the all time record 
established in 1932. The exact figures 
were $10,020,013,775. In 16 of the 
18 states where mutual savings banks 
operate there was a consistent rise 
of deposits in the first half of 1936. 
Massachusetts led with a gain of $32,- 
719,724, followed by New York with 
$31,379,324 and Connecticut, $10,- 
243,149. The gain for the half year 
in all of the states was $102,200,723, 
or more than twice the increase in the 
last six months of 1935. 


Government Bonds 


q Although the 50 per cent. increase 
in reserve requirements of Federal Re- 
serve member banks has become effec- 
tive, the possibilities of uncontrollable 
inflation are still in existence because 
of the continuing deficit in the United 


States’ budget, Henry H. Heimann, 
executive manager of the National Asso- 
ciation of Credit Men, points out in his 
monthly review of business. 

“The matter of excess reserves is, of 
course, only one of the factors threaten- 
ing an uncontrollable inflation,” the 
credit executive declared. “The con- 
tinuing deficit in the United States’ 
budget is of equal or greater concern. 
Each issue of bonds by the Treasury 


is the equivalent of that amount of new 
bank deposits, since the money raised 
by the bonds is spent by the Govern. 
ment and finds its way to the banks 
eventually and thus increases the credit 
basis. The rise in. excess reserves jn 
recent years has been due to this policy 
and until the national budget is brought 
into a state of balance this tendency 
will continue.” 


q Because of the interest and many in- 
quiries with reference to the purchase 
by banks of long term Government 
bonds the Comptroller of the Currency 
has given out the following figures: 


Long Term Governments Maturing After 
1949 Held in National Banks 


December 31, 1935 ........ $ 964,876,000 

March 4, 1936 855,563,000 

June 30, 1936 1,824,660,000 

Total of All U. S. Government Obligations 

Direct and Fully Guaranteed Held 

in National Banks 

December 31, 1935 

March 4, 1936 

June 30, 1936 


A. |. B. 


q The annual nation-wide radio com- 
mencement exercises of the American 
Institute of Banking will be held Sep- 
tember 9. More than 200 chapters of 
the institute located in cities and towns 
throughout the United States are com- 
pleting plans to hold simultaneous 
programs a feature of which will be a 
radio address at 10:30 p. m. eastern 
standard time by Governor Joseph A. 
Broderick of the Federal Reserve 
Board, Washington, D. C., on “Adult 
Education in Banking.” This address 
will be broadcast through the courtesy 
of the National Broadcasting Company 
using their Washington station and the 
blue network over the country. 


National Banks 


q According to an announcement made 
last month by the Comptroller of the 
Currency the total deposits of the 5374 
active national banks in the continental 
United States, Alaska, Hawaii and the 
Virgin Islands of the United States on 
June 30, 1936, the date of the last call 


7,812,112,000 
7,785,979,000 
8,447,364,000 
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made for statements of condition, ag- 
gregated $26,200,453,000, which is a 
new high record for national banks, 
exceeding by $1,340,998,000, or 5.39 
er cent., the amount reported as of 
March 4, 1936, the date of the previous 
high record in deposits of national 
banks since the establishment of the 
system. The current figures show also 
that deposits increased $3,682,207,000, 
or 16.35 per cent., over the amount re- 
ported as of June 29, 1935, the date 


of the corresponding call a year ago. 


Real Estate Finance 


qThe Federal Housing Administration 
is publishing a monthly magazine en- 
tiled “Insured Mortgage Portfolio” as 
a means of communication with finan- 
cial institutions handling FHA loans. 
The magazine is sent without cost to 
eligible banks and the subscription 
price is $1.25 to others. The maga- 
zine discusses problems of housing 
finance. 


{Two key factors of the real estate 
outlook—increase in earning power of 
residential properties and _ general 
though small decrease in mortgage 
money costs for new home building— 
are measured in detail in a special in- 
quiry made by the National Association 
of Real Estate Boards supplementing 
its Twenty-seventh Semi-Annual Survey 
of the Real Estate Market. 

Interest cost for financing new homes 
is lower than it was even six months 
ago in almost every section of- the 
country, though the change is only 
fractional, the inquiry shows. 


General Motors 


qNet earnings of General Motors Cor- 
poration, including equities in the un- 
divided profits or losses of subsidiary 
and affiliated companies not consoli- 
dated, for the second quarter ended 
June 30, 1936, amounted to $88,108,- 
372. This compares with net earnings 
of $52.219,467 for the corresponding 
quarter of 1935. These earnings were 
Participated in by more than 345,000 
stockholders. After deducting dividends 
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of $2,294,555 on the preferred stock, 
there remains $85,813,817, being the 
amount earned on the common shares 
outstanding. This compares with earn- 
ings on the common stock of $49,924,- 
912 for the second quarter ended June 
30, 1935. Earnings for the second 
quarter of 1936 are equivalent to $2.00 
per share on the average common 
shares outstanding during the quarter 
and compare with earnings of $1.17 per 


share for the corresponding quarter of 
1935. 


Deposit Insurance 
q Although the Federal Deposit Insur- 


ance Corporation made a _ profit of 
$6,000,000 last year there is no imme- 
diate prospect of a reduction of the 
present assessment of one-twelfth of 
1 per cent. of total deposits unless Con- 
gress acts, according to Chairman 
Leo T. Crowley. 


Bank Equipment 


q An interesting descriptive folder 
showing payroll accounting plans for 
all types and all sizes of businesses has 
been published by Burroughs Adding 
Machine Company. The folder is well 
illustrated with representative forms 
for compiling information required by 
Social Security Laws. One set of forms 
illustrates how to write check (or en- 
velope), employe’s statement, earnings 
record and payroll sheet—all in one 
operation. Machines ranging from an 
inexpensive desk bookkeeping machine 
to an automatic accounting machine are 
also pictured. A copy can be had with- 
out charge or obligation by writing to 
—Advertising Department, Burroughs 
Adding Machine Company, Detroit, 
Michigan. Ask for Form 7067. 


Conventions 

q The convention of the Association of 
Bank Women to be held in San Fran- 
cisco on September 18 to 22 inclusive 
will be one of the most important gath- 
erings of women bank executives ever 
held. In the past conventions have 
been held in conjunction with those of 
the A. B. A. but this year their con- 
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MINA M. BRUERE 


Assistant Secretary, Central Hanover 

Bank & Trust Company, New York. 

Miss Bruere is chairman of the nomi- 

nating committee of the Association 
of Bank Women. 


ferences are scheduled three days in 
advance of the A. B. A. so that mem- 
bers may have the privilege of attend- 
ing both meetings. An unusually full 
program of entertainment and addresses 
on subjects of interest to bank women 
has been arranged. 


Bank Stocks 


q New York City bank stocks extended 
their gains during July to reach a new 
1936 high, Hoit, Rose & Troster report. 
From the month’s low of 58.43 on 
July 1, the weighted average of seven- 
teen leading issues appreciated to the 
new 1936 high of 67.19 on July 28, 
the highest levels since Sept. 26, 1932. 
Close July 31 was 65.26, for a net gain 
of 12 per cent. on the month and 30 
per cent. since the year’s low of 50.29 


on April 30. 


The First Wisconsin National Bank 
of Milwaukee has retired a half mil- 
lion dollars of its outstanding pre- 
ferred stock. 

The retirement of this amount of 


preferred stock is offset in the capital 
structure of the bank by creating q 
new account “Reserve for Dividends 
Payable in Common Stock” $500,000, 
As this account is increased through 
subsequent periodical retirements of 
preferred shares, the common stock will 
be increased until it reaches the former 
level of $10,000,000 after which fur. 
ther retirements will be reflected in in- 
creased surplus. 

After giving effect to the retirement 
of $500,000 preferred shares, the capi- 
tal structure of the First Wisconsin will 
consist of: 


Preferred stock 

Common stock 

Surplus 

Undivided profits ................ 

Reserve for dividend pay- 
able in common stock .... 

Other reserves ...............c000 


$ 9,500,000 
5,000,000 
2,500,000 

411,439 


500,000 
665,905 


$18,577,344 


@ A 25 per cent. dividend amounting 
to $80,000 on the common stock of 
$320,000 par value now outstanding, 
was declared at a recent meeting of the 
board of directors of the Fort Wayne 
National Bank, Fort Wayne, Ind. The 
dividend is payable in the form of one- 
fourth of a share for each share of stock 
now outstanding. 

The directors also voted to retire 
$80,000 par value of its preferred stock, 
owned by the Reconstruction Finance 
Corporation, thus reducing its indebted- 
ness from $500,000 to $420,000. 

The total preferred stock outstanding 
after August 1 was $420,000 par value, 
and the total common stock outstand- 
ing after that date was $400,000 par 
value, making the total amount of both 
classes of stock outstanding $820,000, 
the same as before. 


QThe Guaranty Trust Company of 
New York published notice August 13, 
1936, to make effective on and after 
July 1, 1937, the termination of double 
liability on its outstanding capital 
stock. 

The former National Bank of Com- 
merce in New York, which was merged 
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with the Guaranty Trust Company of 
New York in 1929, was for many years 
the only national bank in the country 
whose shares enjoyed freedom from 
the double liability feature. When the 
national banking system was established 
at the time of the Civil War, the Bank 
of Commerce, which had been in exist- 
ence since 1839, was the largest bank 
in total resources and capital funds 
and its entry into the system was con- 
sidered vitally important. Its original 
articles of association, however, ex- 
empted its shareholders from double 
liability, and accordingly the original 
National Bank Act was so worded that 
it exempted that one institution from 
the double liability provisions. When 
the National Bank of Commerce was 
merged with the Guaranty Trust Com- 
pany of New York in 1929, the exemp- 
tion that had been in effect for ninety 
years became inoperative, the combined 
institution coming under the Guaranty 
Trust Company’s charter. 


q Retirement on August 1 of $1,000,000 
of preferred stock held by the Recon- 


struction Finance Corporation and pay- 
ment of a $500,000 stock dividend to 
common shareholders has been author- 
ized by the board of directors of Calli- 


fornia Bank, Los Angeles. In addition, 
payment of the regular dividend on 
preferred stock was approved. 


As of August 7, national banks to 
the number of 599 had retired pre- 
ferred stock totaling $180,830,584 ac- 
cording to the office of the Comptroller 
of the Currency. This leaves 1654 na- 
tional banks with preferred stock total- 
ing $382,463,716. 


Deaths 


{George Harvey White, president of 
the First National Bank of Coopers- 
town, N. Y., died on August 4. His 
passing brought a sense of deep sad- 
ness to the entire community where he 
was known and respected and loved by 
people in all walks of life. 

Mr. White was the son of George L. 
and Lois C. (Fish) White, and was 
born in Cooperstown, February 4, 
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GEORGE HARVEY WHITE 


Late President, First National Bank, 
Cooperstown, N. Y. 


1872. In his youth he attended the 
Cooperstown high school, from which 
he was graduated in 1889. He took a 
keen interest in the development and 
success of the school and was elected 
president of its alumni association at 
the annual meeting last June. 

In the year in which he completed 
his high school course Mr. White en- 
tered the employ of the Second Na- 
tional Bank of Cooperstown, which 
connection continued for a period of 
eight years. In 1900 he was elected a 
member of the board of directors of 
the First National Bank. He served as 
ihe bank’s cashier for six years, and 
for many years as its vice-president. 
He was elected president of the bank 
on April 1, 1920, and continued in this 
position until his death. 

Mr. White was a man of many in- 
terests but his chief business concern 
was centered in the banking profession, 
which he had followed throughout his 
life. He was the second president of 
the Otsego and Schoharie Bankers’ As- 
sociation and very actively interested 
in this organization; he was also a 


member of the Bankers’ Club, New 
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York City. In this field he had estab- 
lished for himself a place among the 
leading bankers of the state and was 
known for his breadth of vision and 
keen insight. Through the trying times 
of the depression he maintained a 
courageous attitude and _ optimistic 
spirit which was an inspiration, not 
only to the banking fraternity, but to 
business men in other callings as well. 


q Milton E. Hogan, cashier of the 
Bank of Chapel Hill, N. C., and presi- 
dent of the North Carolina Bankers 
Association was drowned while bathing 
in the surf at Wrightsville Beach on 
August 9. Mr. Hogan had been con- 
nected with the Bank of Chapel Hill 
since 1909, having worked his way from 
bank clerk to the active management 
of the bank and to the highest honor 
within the gift of the bankers of North 
Carolina. 


Bank Taxes 


q The Maryland State Tax Commission 
has demanded the payment of taxes of 
$2700 by the Reconstruction Finance 
Corporation on its $1,000,000 holding 
of Baltimore National Bank stock. The 
commission refused to recognize ap- 
plication of a recent Congressional act 
exempting R. F. C. holdings from state 
and local taxation. 


Foreign Investments 


q The Finance Division of the Bureau 
of Foreign and Domestic Commerce 
has recently completed a comprehen- 
sive study of foreign investments in the 


United States. The results, which in- 
clude carefully checked estimates cover- 
ing items for which no complete data 
were available, showed that total long- 
term investments of foreigners in the 
United States at the end of 1935 aggre- 
gated slightly more than $5,000,000,- 
000. Total long-term investments of 
Americans in foreign countries aggre- 
gate approximately $12,600,000,000, 
exclusive of war debts. Foreign-owned 
bank balances and other short-term 
funds in this country owed to foreign- 
ers as reported by American banks 


amounted at the end of 1935 to ap- 
proximately $1,200,000,000, while cor. 
responding short-term banking assets 
held abroad by American banks aggre. 
gated $850,000,000. The United States 
at the end of 1935 was therefore a net 
creditor on long-term investment ac- 
count by approximately $7,600,000,000, 
and a net debtor on short-term account 
by about $350,000,000. 


Postal Savings 
q The Washington Bankers Association 


at its recent convention passed a 
resolution urging “upon Congress the 
desirability of limiting the Postal Sav- 
ings System to those communities with- 
out banking facilities, and a reduction 
in the annual interest rate paid on 
postal savings deposits to a maximum 
of 1 per cent. per annum.” 


Anniversaries 


G Celebrating its fourteenth anni- 
versary, the Morris Plan Bank of Vir- 
ginia, with its main office in Richmond, 
announced, last month, an increase of 
$15,153,301 in resources since Septem- 
ber, 1922, when its first statement of 
condition was issued. Total resources 
at that time were $429,037 while the 
latest statement as of June 30, 1936, 
lists total resources as $15,582,338. 
During the same period total deposits 
have grown from $42.763 to $13,789, 
458 and loans and discounts have 
grown from $110,722 to $9,991,083. 
More than 65,000 accounts are now 
being served by this state-wide bank 
which offers services to the individual 
in savings, personal checking accounts, 
loans, safe deposit boxes and traveler's 
checks. Thomas C. Boushall has been 


the bank’s president since it started. 


Liquidations 


@ The liquidation of 16 receiverships 
during June, 1936, has been completed 
according to an announcement by Wil- 
liam Prentiss, Jr., Acting Comptroller 
of the Currency. This makes a total 
of 405 receiveships finally closed or 
restored to solvency since the so-called 
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banking holiday of March, 1933. Total 
disbursements, including offsets al- 
lowed, to depositors and other creditors 
of these 405 institutions, exclusive of 
the 42 receiverships restored to solvency, 
aggregated $112,064,736, or an average 
return of 74.36 per cent. of total liabili- 
ties, while unsecured depositors re- 
ceived dividends amounting to an 
average of 58.94 per cent. of their 
claims. 


Convention Dates 


STATE AND SECTIONAL 

Sept. 10-12—Savings Banks Association 
of Massachusetts, New Ocean House, 
Swampscott. 

Sept. 17-19—Pacific Coast Regional 
Trust Conference, Hotel St. Francis, 
San Francisco, Calif. 

Sept. 24-25—New York Savings Banks 
Association, Waldorf-Astoria, New 
York. 

Oct. 21-22—Kentucky Bankers Associa- 
tion, Brown Hotel, Louisville. 

Oct. 29-30—Nebraska Bankers Associa- 
tion, Hotel Fontenelle, Omaha. 

Nov. 6-7—Florida Bankers Association, 
Tampa. 

GENERAL 


Sept. 14-17—Financial Advertisers As- 
sociation, Nashville, Tenn. 

Sept. 21-24—American Bankers Asso- 
ciation, St. Francis Hotel, San Fran- 
cisco. 

Sept. 21-23—Morris Plan Bankers As- 
sociation, The Homestead, Hot 
Springs, Va. 

Oct. 7-9—Mortgage Bankers Associa- 
tion of America, Hotel Peabody, 
Memphis, Tenn. 

Oct. 22-24—Robert Morris Associates. 
Regular mid-year conference. Home- 
stead Hotel, Hot Springs, Va. 

Dec. 2-6—Investment Bankers Associa- 
tion of America, Bon Air Hotel, 
Augusta, Ga. 

1937 

May 18-20—Texas Bankers Association, 
San Antonio. 

May 24-26—Oklahoma Bankers Asso- 
ciation, Oklahoma City. 

June 2-3—South Dakota Bankers Asso- 
ciation, Rapid City. 
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THE PERSISTENCE OF THE GOLD 
STANDARD 


Ir is probably a safe prediction that 
gold will still be “money” to most 
people long after many of our present 
currency experiments are forgotten.— 
N. Y. Journal of Commerce. 


THE FOES OF FOREIGN TRADE 


THE foes of foreign trade are numer- 
ous and sometimes noisy. We who de- 
rive a livelihood from it are too often 
placed on the defensive by our higher- 
ups, who unwittingly become inocu- 
lated with the plausible but shallow 
and short-sighted arguments of “Buy 
American” and similar propagandists. 

Foreign trade is here to stay, but 
unless foreign traders themselves lead 
in the counter attack against its de- 
tractors, an odor of ill repute will 
linger about it which will take time, 
hard effort and many heartaches to 
eradicate—Charles A. Adams, Export 
Manager, Dennison Mfg. Co. 


IS THIS FARMING? 


I’ve got a farm in Ohio. It’s about 
1200 acres, and I have a number of 
tenants on it with nice homes and three 
acres apiece for farms and _ livestock. 
Nary a one has a cow, nary a one 
has a chicken, nary a one has a pig, 
and nary a one has a vegetable gar- 
den. But every danged one of ‘em 
has an automobile. I reason that no 
man making $2 a day can afford to 
run an automobile. It just can’t be 
done on a sound economic basis. 
Well, what’s happening on my farm 
is happening all over the country.—- 


W. A. Julian, Treasurer of the U. S. 


THE SECRET OF PROSPERITY 


CO-OPERATION, not strife, is the secret 
of prosperity. We are getting back to 
team work all around the circle! Some- 
thing has been learned of the art of 
working and living together, and about 
war-costs after the fighting has ceased. 
—National City Bank Letter. 





BOOKS FOR BANKERS 


THE CHALLENGE OF INVESTMENT. By 
Wm. W. Claflin, New York: Harper 
& Bros., 1936. Pp. XI-97. Price 
$1.75. 
Tuis little volume is evidently ad- 
dressed to those who have funds to 
invest but who have not had training 
and experience in their investment. All 
bankers should and most bankers 
probably have studied the problem of 
investment more thoroughly than the 
discussion in this volume is carried. 
Most bankers, however, have un- 
doubtedly wished many times for a 
brief, sound little book on the subject 
of investments which they might put in 
the hands of clients whom they are 
trying to assist. For such a purpose, 


they have a book made to order in this 
volume. 

Some of the most significant points 
that are made by the author include the 
significance of the purchasing power of 
money in the selection of investments, 
the difference between credit and mar- 


ket analysis of securities, and the im- 
portance of both and the necessity of 
the correct timing of both purchases 
and sales. 


AccounTinc. By Charles H. Porter 
and Wyman P. Fiske. New York: 
Henry Holt & Co. $3.75. 


THis volume was prepared by profes- 
sors of the Accounting Department of 
the Massachusetts Institute of Technol- 
ogy for use in teaching accounting to 
engineers. It is organized on the basis 
of use by persons who have no intention 
of becoming professional accountants 
but who wish a knowledge of account- 
ing sufficient to enable them to under- 
stand quickly and easily accounting 
records and reports which have been 
prepared by others. In this respect, at 
least, engineers and bankers have much 
in common. 

This is by no means the first attempt 
to produce a book for this purpose. 
Most of the earlier volumes have failed, 
however, for one or the other of two 
reasons. Either they have followed the 
type of book organized for the prepara- 
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tion of professional accountants and 
hence have included too many technical 
details, or else they have been so gen. 
eral in their discussion that they have 
not furnished the reader with an ade- 
quate acquaintance of how accounting 
records are set up and operated. In 
avoiding Charibdis, they have fallen 
upon Scylla. 

The present volume is noteworthy for 
the success which it has attained in 
avoiding both of these major faults. It 
has, on the whole, maintained the ob- 
jective point of view of some one who 
wishes to learn about accounting as an 
aid to work in other fields, and, yet, at 
the same time, it has given sufficient in- 
struction in the technique of accounting 
operations so that a careful reader 
should be able to understand a set of 
books even though he may not be 
equipped to set them up in the first 
place. The authors are to be congratu- 
lated on the success which they have 
attained. 

It is hardly necessary here to outline 
the contents of this volume. It is sufl- 
cient to say that it covers all of the 
principal phases of accounting. It is 
fully illustrated with typical accounts 
and journal entries and includes both 
interest and bond tables. 

This book is highly recommended to 
bankers who have little or no knowl- 
edge of accounting or who wish to 
“brush up” their accounting, for it is 
easily the best book for this purpose 
which has appeared in recent months 
and one of the best that has ever been 


published in this field. 


THE THEORY AND PRACTICE OF CEN- 
TRAL BANKING—WITH SPECIAL REF- 
ERENCE TO AMERICAN EXPERIENCE, 
1913-35. By Henry Parker Willis. 
New York. Harper & Bros. 1936. 
Pp. VIII—480. Price $5.00. 


THE first chapter in the history of cen- 
tral banking in the United States closed 
with the extinction of the Second Bank 
of the United States. The second chap- 
ter opened with the inauguration of 
the Federal. Reserve System in 1913. 
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It is to a discussion of this second ex- 
perience in central banking in the 
United States to which Professor Wil- 
lis has addressed himself primarily in 
this volume. 

In part one, Professor Willis 
sketches the early efforts to develop 
central banking in this country as a 
background for the later chapters. In 
part two, an analysis is made of the 
major problems of central banking as 
they have appeared in the course of 
central banking in the United States, 
especially as found in the experience 
of the Federal Reserve System. The 
third part is devoted to an examination 
of the international phases of central 
banking, the Federal Reserve System 
again the focus of the discussion. 

Part two is by far the most impor- 
tant section of the volume exceeding 
in length the two other sections com- 
bined. It is not only the most impor- 
tant because of its relative extent, but 
also because it presents a trenchant 
criticism of the operations of the Fed- 
eral Reserve System during recent 
years. Here the author takes up the 
various phases of central banking, ex- 
amines them in the light of sound bank- 
ing theory and then measures Federal 
Reserve practices against not only the 
theory as he has presented it, but also 
against central banking practice in 
other countries. 

There are many points in Federal 
Reserve operations which the author 
feels to be unsound, and he has been 
unsparing in his analysis of the reasons 
leading to his opinions. His attitude 
throughout the book is that of a sur- 
geon with his lancet exposing the dis- 
eased portions of the banking body and 
indicating the way in which a cure 
may be effected. 

This book is not for the novice in 
banking but it is a mine of information 
for the banker who has studied his 
profession. It should stimulate him in 
his thinking if he does not agree with 
Professor Willis’s conclusion. He will 
be obliged to organize the reasons for 
his beliefs or admit his intellectual in- 
tapacily. There is no question but that 
the position of central banking in our 
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economic structure is going to be one 
of the vital problems of the next few 
years; as an aid to clear thinking of 
this subject, no better book is available 
at the present time. 


How To EvavuaTe FINANCIAL STATE- 
MENTS. By Alexander Wall, New 
York: Harper & Bros. 1936. Pp. X- 
319. Price $4.00. 


THE volume in question was written 
expressly for the use of bankers and 
while of interest to all who have oc- 
casion to form judgments in regard to 
the financial position of industrial cor- 
porations, its greatest value is un- 
doubtedly to the loaning officers of 
banks and to those who are charged 
with the duty of preparing material for 
their use. The fact that this book is 
written by Mr. Wall is enough to justify 
its consideration by every banker, for 
Mr. Wall has been recognized for years 
as one of the leaders in the field of 
statement analysis. 

The book is divided into two major 
sections: the first being given to a dis- 
cussion of the principles and methods 
of statement analysis and the second to 
a discussion of fifteen typical cases. 

The first section is quite concise and 
follows the general lines of Mr. Wall’s 
previous discussions of this topic, re- 
vised in the light both of his later 
experience and the business and eco- 
nomic developments of the past few 
years. Those who are familiar with Mr. 
Wall’s earlier manuals will find little 
here that is novel; those who are making 
their first acquaintance with Mr. Wall 
through this book will find in these 
pages a succinct summary of his views 
on statement analysis. 

It is the second section which is 
different from what has appeared be- 
fore and which represents, therefore, 
the real contribution of this book. 
Here Mr. Wall presents the case analysis 
of fifteen different companies using 
figures (disguised as to actual amounts 
by having fixed percentages applied, a 
computation which leaves original 
ratios unchanged) taken from actual 
cases. A study of these analyses gives 
the reader, as it were, an opportunity 
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to sit beside Mr. Wall while he is 
evaluating the reports of these several 
companies as they come to his desk, 
and see how he prepares and _ investi- 
gates the various ratios and draws his 
conclusions. No banker, no matter 
how experienced he may be, can help 
but benefit from a study of these cases 
and a comparison of the methods em- 
ployed with those which he himself 
utilizes. 


NEW BOOKS RECEIVED 


THE DowNFALL OF THE GOLD 
STANDARD. By Gustav Cassel. New 
York: Oxford University Press. 
$2.25. 


THE Two Nations. A_ FINANCIAL 
HisToRY OF ENGLAND FROM THE 
STANDPOINT OF MONETARY REFORM. 
By Christopher Hollis. New York: 
Longmans Green. $3.75. 


A NATIONAL TRANPORTATION Poticy. 
By C. S. Duncan, New York: Apple- 
ton. $3.00. 


THE DEVELOPMENT OF AMERICAN 
BUSINESS AND BANKING THOUGHT. 
1913-1936. New York: Longmans 
Green. $2.50. 


Wuere Do I Go From-Here? THE 
Lire Story oF a Forcer. As told 
to Robert O. Ballou by Roger Ben- 
ton. Introduction by Lewis E. Lawes, 
Warden of Sing Sing Prison. New 
York: Lee Furman. $3.00. 


SoLtp-OuT—An ANALYsIS OF THE NEW 
DEAL FoR THOsE WHo Must Pay 
FOR It. By Isaac Lippincott. 
New York: Appleton. $2.00. 


Wuose ContituTion? An _ INQUIRY 
INTO THE GENERAL WELFARE. By 
Henry A. Wallace. New York: Rey- 
nal & Hitchcock. $1.75. 


ENGINEERING VALUATION. By ‘Anson 
Marston and Thomas R. Agg. New 
York: McGraw-Hill. $6.00. 


THE BEHAVIOR OF Money. EXPLora- 
TORY Stupies. By James W. Angell. 
New York: McGraw-Hill. $3.00. 


THE TOWNSEND CrusADE. AN _ Im- 
PARTIAL REVIEW OF THE TOWNSEND 
MovEMENT AND THE PROBABLE EF. 
FECT OF THE TOWNSEND PLAN. New 
York: The Committee on Old Age 
Security of the Twentieth Century 
Fund, Inc. 50 cents. 


CapitaL. By Karl Marx. New York: 
The Modern Library. $1.00. 

A NEW edition in the Modern Library 

containing the unabridged text of the 

all-important Volume One. Translated 

by Samuel Moore and Edward Aveling. 

Edited by Frederick Engels. 


THE Master PLAN: GOVERNMENT 
WitHout Taxation. By Herman 
Van Polen. Boston: Christopher 
Publishing House. $1.25. 


SovieT Money AND Finance. By L. 
E. Hupsarp. New York: Macmillan. 
$4.50. 

THE first fully detailed and scientific 
account of Soviet finance. 


How To Write Business Letters. By 
Earle A. Buckley. New York: Me- 
Graw-Hill. $2.00. 


Lire INsuRANCE—A LEGALIZED RACKET. 
By Mort Gilbert and E. Albert Gil- 
bert. Philadelphia: Marlowe Pub. 
Co. $2.50. 


AutuHors claim that they are not op- 
posed to life insurance but only to the 
way in which it is presented and sold. 


EcoNoMIC PRINCIPLES, PROBLEMS AND 
Pouicies. By William Henry Kiek- 
hofer. New York: Appleton. $5.00. 

Tus book is a clear and straightfor- 
ward account for the general reader of 
the organization and functioning of our 
modern economic society, using actual 
concrete cases for illustration of prin- 
ciples and for the definition of prob- 
lems that call for private and public 
action. 


PreseNT Day Banxkinc. New York: 

American Bankers Association. $3.50. 
Tus book contains the text of all of the 
addresses made at a series of regional 
conferences held under the auspices of 
the American Bankers Association. The 
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purpose of these conferences was to im- 
prove banking service and the topics 
covered related to public relations, earn- 
ings and management. The book con- 
tains valuable papers on various cur- 
rent banking problems contributed by 
practical bankers in all parts of the 
country. 


Money Matters. By F. J. Scanlan. 
London: P. S. King & Son. 6s. 


How To Protect Business IpEas. By 
William H. Leahy. New York: 
Harpers. $2.50. 


TuIs book is a study of trade-marks, 
patents, copyrights, labels and kindred 
properties and is designed to be a help- 
ful manual to aid individuals and cor- 
porations in the protection of their 
rights to distinguishing designs and 
ideas. The author is general counsel 
for the Dennison Manufacturing Com- 
pany. 


Crises AND CycLes. By William Ropke. 
Adapted from the German and re- 
vised by Vera C. Smith. London: 
William Hodge & Co. 21s. 


THE author is a professor in the Uni- 
versity of Istanbul and was formerly a 
professor in the University of Marburg. 


Tue THEORY OF INTERNATIONAL TRADE 
wiTH Its APPLICATION TO COMMER- 
cIAL Poticy. By Gottfried Von Hab- 
erler. Translated from the German 
by Alfred Stonier and Frederic Ben- 
ham. London: William Hodge & 
Co. 2ls. 


Past AND PRESENT Facts ABouT Money 
IN THE UniTep States. By Paul 
Bakewell, Jr. New York: Macmilan. 
$2.00. 

THE history of money in the United 

States from 1792 down to the present. 


THe Monetary PropLEM—GOLD AND 
Sitver. Edited by Ralph Robey. 
Foreward by Nicholas Murray But- 
ler. New York: Columbia University 
Press. $3.50. 

Tuis book contains the text of the final 

report of the Royal Commission ap- 

pointed to inquire into the changes in 
the relative values of the precious 
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metals, presented to both houses of Par- 
liament in 1888. It is reprinted by per- 
mission of the British government. 


Pusuic Finance. By Harley L. Lutz. 
New York: Appleton. $4.00. 

Tus is a third edition of Dr. Lutz’s 

realistic and critical study of the prob- 

lems of public finance. The text of 


previous editions has been extensively 
revised in the light of what has hap- 
pened during the past seven years. 


Tue A B C or THE FEDERAL RESERVE 
SysteEM. By Edwin Walter Kem- 
merer. Princeton, N. J.: Princeton 
University Press. $2.50. 


THE present edition of this work which 
has long been accepted as a standard in 
its field, is the tenth and has been com- 
pletely rewritten, with material brought 
up to date as of mid-1936. 


Buyinc Insurance. By P. D. Betterley. 
New York: McGraw-Hill. $2.50. 


Tuis book is designed to be a guide for 
insurance users showing the buyer, in 
logical sequence, how to analyze his 
hazards, to avoid unnecessary insurance, 
and to secure adequate coverage on an 
economical basis. 


Stock ExcHANGE ProcepurE. By Birl 
E. Shultz. New York: New York 
Stock Exchange Institute, 67 Ex- 
change Place. $1.00. 


Tuts book was written originally to 
give information and guidance to the 
student just graduating from high school 
who was being considered by or who 
had accepted a position with the New 
York stock exchange. It covers (1) the 
place ofgthe stock exchange in the his- 
tory of America; (2) the need for and 
function of stock exchanges, and (3) 
the detailed story of the procedure and 
mechanical operation of the exchange. 


NEW PAMPHLETS RECEIVED , 


THe Cominc Boom 1n Rea EsTATE 
AND WHat To Do Asout It. By 
Roy Wenzlick. New York: Simon & 
Schuster. $1.00. 

DESIGNED to give guidance on the 

soundest way in which various types of 
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individuals and organizations in all 
parts of the country can most effectively 
adjust themselves to the new trend in 
real estate. 


THe New York Stock ExcHance. ITs 
FUNCTIONS AND OPERATIONS. Pub- 
lished by the Committee on Public 
Relations of the New York Stock Ex- 
change. Copies sent free on request. 

A Lucip and concise explanation of the 

functions and operations of the New 


York Stock Exchange. 


MercHANts OF Dest. By W. von 
Tresckow. New York: Young & 
Ottley, Inc. Gratis. 

A stupy of the changing character of 

American banking and its effect on 

securities. 


AN APPRAISAL OF THE FEDERAL SOCIAL 
Security Act. By Winthrop W. 
Aldrich. New York: Chase National 
Bank. Gratis. 

REPRINT of an address made by the 

chairman of the board of directors of 

The Chase National Bank before the 

Institute of Public Affairs of the Uni- 

versity of Virginia. 


“Tue Bic Bap Rich Man.” By Elmore 
Leffingwell. New York: The Sun 
Dial Press. 15 cents. 

In defense of the man nobody loves— 

the rich. 


ADVENTURES IN Price Fixing. By 
Jules Backman. New York: Farrar 
& Rinehart. 40 cents. 

A stupy of various recent experiments 
in price fixing. 


Minimum Prices Unper THE NRA. 
By Herbert F. Taggart. Ann Arbor, 
Mich. University of Michigan. 
$2.00. 

A DETAILED account of the several 

schemes for the establishment of 

minimum prices and of the NRA codes 
which adopted them. 


Tuey Hate Roosevett! By Marquis 
W. Childs. New York: Harpers. 
A Stupy of the bitter personal hatred of 
President Roosevelt shown by certain 
classes in this country with examples. 
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More Facts ON TECHNOLOGY AND Em- 
PLOYMENT. Chicago: Machinery 
and Allied Products Institute, 22] 
North La Salle Street. Gratis. 

WRITTEN to prove that machine methods 

of factory production are not causing 

current unemployment. 


Pusitic UTILITY FINANCING. 
1935. By Merwin 
Ann Arbor, Mich. 
Michigan. $1.00. 


1930- 
H. Waterman. 
University of 


AN analysis of utility financing which 
took place during the years 1930 to 
1935 leading to some interesting and 
significant observations regarding finan- 
cial policies in the utility industry. 


THE SpeciAL LIBRARY IN _ BUSINESS. 
Compiled by the Publication Com- 
mittee of the Special Libraries As- 
sociation. |New York: Special 
Libraries Association, 345 Hudson 
Street. 

PoINTs out what a special library can 

do for a business organization. 

© 
COST OF ECONOMIC NATIONALISM 


THE cost of economic nationalism is 
tremendously high. It destroys the ad- 
vantages of the international division 
of labor. It spells a diminution of na- 
tional incomes and a lowering of stand- 
ards of living everywhere. It dimin- 
ishes the world’s supply of capital, 
because large amounts of capital are 
invested in new plants and equipment 
duplicating that already in existence, 
while capital already invested for the 
same purpose in other lands is de- 
stroyed or remains only partly in use. 
It swells the ranks of the unemployed 
as thousands of workers trained to pro- 
duce goods for export are deprived of 
a market for their output and addi- 
tional thousands engaged in the trans- 
portation, processing and selling of im- 
ported goods find themselves without 
work. A substantial part of the un- 
employment which has recently brought 
hardships not only to the people of the 
United States but of other countries as 
well may be attributed to the decline 
in international trade due to excessive 
trade barriers—The Girard Letter. 





SMALL LOAN TECHNIQUE 


A Digest of Reports from Banks on 
Personal Credit 


By 
HOWARD HAINES 
Cashier, First State Bank, Kansas City, Kansas 


This is the fifth of a series of 
six articles on the development and 


technique of small loans by banks. 





T is practical and enlightening to consider negative and 
positive arguments. Favorable and unfavorable tend- 
encies are indicated plainly in reports received from 

loaning institutions in many states. Almost one-third of 
those banks attempting small monthly-payment loan plans 
during the past seven years have withdrawn. Some of their 
conclusions are contained in this digest. A slightly larger 
number have continued to expand their departments. Their 
expressions indicate some of the safeguards they have put 
into operation and may prove of assistance to those not so 
familiar with this type of credit. 


A Fair-Weather Field.*—EK. D. McD. of Minnesota 
covers some vital and also amusing weaknesses. “It is sel- 
dom,” he says, “that new profits are pointed out in the field 
of finance. In 1928 we caught and clung to the possibilities 
of small loans. We went into endorsed notes of small sizes 
and built a total of more than $100,000 by 1930. For the 
first year or two I continued to remain 100 per cent. loyal 
to the small loan. We had some excellent profits on paper. 
When unemployment struck the local shops we found 21 
per cent. of our notes had to be adjusted. We also charged 
off a definite number. As we tightened requirements we 
found that more money must be spent in obtaining credit 
reports and information on applicants. As times grew still 
tighter fewer loans were made and more checking was re- 
quired. ‘Thus expense increased at both ends. Soon it 
appeared that our volume was falling. Were we too con- 
servative? No. Conditions were such that we could not 
safely approve more than 43 per cent. of our applicants. 
That meant we were losing the costs of investigating 57 
per cent. This cost reduced the profit on the forty-three 
that were finally approved.” 

EK. D. McD. goes on to say that before they finally 
closed their department they “worked out a platform of 
defects. The first plank is: Persona Loans Cannot BE 
Mabe at Bank Rates Except IN PERIODS OF PROSPERITY. 
In short, small loans are not bankable in most banks in 
times of economic depression.” ‘While that fact is soaking 
in, E. D. explains that “Our analyst got to puttering 
around with the little loans. After a few days he inquired: 


eee 
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“Why don’t you make a greater volume?” 

“Can't,” we grinned sheepishly. “We had $100,000 in 
the department six months ago. Now it’s slipped down to 
less than $60,000.” 

“Why can’t you get more?” he persisted. 

“Costs too much to dig out a few good ones from all 
the uncertain applications.” 

About an hour later he came back and said: “I have 
analyzed costs closely. . You should close your small loan 
department. At 8 per cent. discount you are losing $1.12 
on each $100 loaned, if total volume is not maintained above 
$100,000.” 

“So that was the second plank. PErsonat Loans Can- 
not BE Mabe av Bank Rates Excerpt 1n VoLuMEs Ex- 
CEEDING $100,000.” 

It must be pointed out that E. D. McD. did not resort 
to additional fees of any kind. Banks usually add investi- 
gation and late charges to delinquent accounts, which might 
have prevented the loss in this instance. 

R. F. McCormick, president of the DeKalb Trust and 
Savings Bank at DeKalb, Ill., pointed out at the Illinois 
Bankers Convention that bankers must search out new 
channels to loan money and called particular attention to 
small loans. Louis S. Thomas, president and chairman of 
the board of the Kast Hartford Trust Company of East 
Hartford, Conn., established loan departments in twenty- 
six eastern banks before he accepted his position with that 
company, which indicates his faith in this field. 

H. M. W. of Wyoming has an idea relative to small 
loan departments that might prove beneficial to many 
banks. He says: 

“When you feel the first symptoms of small loan en- 
thusiasm take yourself firmly in hand. Resolve to make 
twenty-five sample loans. Put them in a case where they 
cannot contaminate good, honest notes, and watch them 
start the dirty work. So many minor drawbacks will de- 
velop from those innocent looking little loans that they 
can take two-thirds of the institution’s personnel to keep 
them under control. Some will want their payments cut. 
Others will pester from morning until night for more 
money than the bank can loan them. And not getting 
their way they will go out and ‘cuss’ the bank. The third 
note will miss the payments and absolutely refuse to answer 
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notice or phone calls. Co-makers will be notified and finally 
one of them will drag in and say he and the others are 
out of work. That’s the note we tore into shreds to prevent 
entire loss of control. The fourth actually makes a pay- 
ment without being notified, while the fifth is sick and 
wants the payment postponed until the first of next month. 
If you fail to make a note of this and send him a past due 
notice you are accused hotly of running a loose institution. 
The sixth pays $3.25—half the payment—will pay the 
other $3.25 in a week—but needs a new receipt book. 
The seventh calls to announce he will be a day late and 
needs thirty minutes of advice on whether the bank might 
consider financing a friend of his who seeks to buy a goat 
ranch. So it goes on down the line. If we did them all, 
you'd go loco.” 

H. M. W. has overdrawn the arguments for the sake 
of humor, but his points actually occur in the best of small 
loan departments with less frequency. We hope he is not 
loco, as we assume he has had to do the entire twenty-five. 

It is possible had H. M. W. applied the suggestions 
contained in the following report made by a Michigan bank, 
which has been highly successful, the details would not have 
been so trying. The report says: 

“We entered the personal loan business in 1930 and 
separated our department from the bank’s other divisions 
at the outset. We obtained a small loan executive who had 
been in the personal finance business for ten years. His 
experience proved highly valuable in selecting good loans 
from the many who applied. This was especially true dur- 
ing the first few months we advertised the plan, for many 
undesirables applied immediately upon learning we were 
installing the new department. We now know that if we 
had not obtained a trained manager our first few loans 
would have caused us trouble for we soon learned that per- 
sonal credits must be judged from many different angles. 
There are a great many things to be guarded against which 
are never considered in making larger loans. Our manager 
and assistant had their department to themselves and did 
not in any way interfere with the operation of the bank’s 
other divisions. We were advised that small loans could 
not be made with profit except in large number and we 
decided to develop this department by advertising and 
solicitation to $200,000 or more. This was a move in which 
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our manager also proved highly valuable, for he was 
familiar with various ways of developing this kind of busi- 
ness. He could talk to groups of employes at industrial 
plants effectively on the advantages of borrowing at the 
bank. They knew he was talking about something in which 
he had worked. Employers felt the service the bank was 
offering was worth while for employes and we were fre- 
quently requested to have him speak before employers and 
employes at group meetings. We developed $100,000 in 
about twelve months and from this time on the department 
has shown a reasonable profit. Losses have been less than 
one-half of one per cent. We are now carrying $350,000 
in this department and we have added only one other 
assistant. We have refused to make small loans of less 
than $100. We think this has helped us in reducing ex- 
pense by giving us less notes to handle. Everything con- 
sidered, our personal loan plan has been most successful. 
Some troublesome details have arisen, but no more in pro- 
portion than arises with loans of any type. We expect to 
continue actively in this field.” 

This bank got a specialist and took his advice regard- 
ing the necessity to go in for volume or stay out. Appar- 
ently these rules are the most generally violated to the 
regret of those testing the field. 

S. D. of Louisiana mentions among other things that 
“we tried loaning on ice boxes, washing machines, ranges 
and other chattels. We found that most borrowers pay 
well while making money, but when thrown out of work 
they can’t pay, and trying to sell repossessed goods is a 
very expensive job for a bank. A bank would need a col- 
lector to make personal calls for payment or for goods and 
dispose of them. ‘That might work, but that would be 
running a personal finance company.” 


Not Bankable Paper—A number of reporting institu- 
tions feel that personal credits are not strictly bankable 
paper because it is almost impossible to rediscount with 
other banks and is not acceptable with Federal Reserve 
banks. In this connection, it is reported that the Federal 
Reserve Board some time ago classified deposits made on 
savings loan notes as deposits within the meaning of Sec- 
tion 19 of the Federal Reserve Act, and, accordingly, mem- 
ber banks are required to maintain reserves against them. 
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Federal Deposit Insurance Applies—Deposits placed 
on savings accounts which represent payments on savings 
loan notes are considered eligible for the regular charge 
made for insurance of deposits under the Federal Deposit 
Insurance Corporation. This adds a slight cost to the 
personal loan department not formerly included. 

C. W. P. in Oregon thinks “that in order to make it 

rofitable we should handle loans aggregating at least 
$250,000.” 

J. KE. B., Texas, decides that one of the “worst features 
about endorsed notes is that in difficult times the endorsers 
must pay some of the notes and, invariably, they are re- 
luctant to do this. Sometimes they even accuse us of not 
using due diligence. Of course, their contention cannot be 
borne out, but nevertheless, after settlement is made, they 
are not so kindly toward the bank as before.” J. E. B. 
says further that his bank has not stopped making little 
loans, but makes only a small number for emergencies. He 
feels, after several years of trial, that most banks should 
make serial-payment notes on a small scale along with short- 
time commercial loans. ‘We believed,” he goes on, “that 
an increased rate should be derived from discounting such 
notes. We know that although $8.00 a hundred on a 12- 
payment loan figures to exceed the ordinary bank interest, 
there are great dangers that before the twelve payments 
are collected, total costs and losses will exceed the $8.00.” 
In a more recent letter J. E. B. writes they have increased 
their rate to 10 per cent. per annum on monthly-payment 
obligations and believe they are making a fair rate of 
return. 

F. F. of New Jersey goes directly to the social struc- 
ture. “Perhaps many banks,” he says, “thought the social 
situation demanded more legitimate sources for small bor- 
rowers to obtain credit. Our directors talked about our 
folks having no place to get money at bank rates. Our 
shop-workers were forced to go to unlicensed loan offices 
and pay $5.00 to get $10 for thirty days. Our department 
is operating successfully. That is, it has helped correct 
an evil situation locally. We are not making much profit 
from small loans. We have found that very little profit 
can be made at bank rates. And we believe that is the 
greatest disadvantage of small loans.” 

The millions of dollars loaned each year by the Na- 
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tional City Bank of New York have helped overcome 
illegitimate money-lending schemes. ‘This holds true of 
many other large banks in many states. 

“You can’t tell the story of the Personal Loan Depart- 
ment with figures and words alone,” says Roger Steffan, 
vice-president of the National City Bank of New York. 
“The Personal Loan story is one of ambitions and dis- 
appointments of men and women in New York. There 
is, of course, a statistical side, and a presentation of that 
is essential to a proper survey of what has happened since 
the 4th of May, 1928, when this department was announced. 
There actually have been made 603,986 loans for a total of 
$188,543,550.57 an average of $312 for each loan. This is 
a large number. It could have been considerably larger 
had not the purpose of the department been to help the 
applicant toward financial independence. Had volume alone 
been sought we could have obtained many more applica- 
tions. Had we wished to encourage borrowing for need- 
less purposes we could have approved many more loans. 
Had we only tried to make a record in production we could 
have acceded to the request of many whose eyes were bigger 
than their capacity to repay. But every loan has been con- 
sidered as an individual problem which we have sought to 
solve. During this time we have been visited by hundreds 
of bankers throughout the country looking into the depart- 
ment, asking questions. We have received literally thou- 
sands of letters from banks and other institutions interested 
in this plan and how it was working out. So I have come 
to think of this service somewhat in the terms of answering 
questions. I believe that I have pigeon-holed every ques- 
tion that could possibly be asked about it. 

“Let me answer briefly questions which will tell you 
exactly what the Personal Loan Service is. It is nothing 
mysterious. It is a simple creation of a 6 per cent. dis- 
counted note and a compound interest account on which 
the regular interest on such accounts is paid. For instance, 
if a bank were making loans as small as $100 it would be 
willng to make a loan of $100 at 6 per cent. against a 
passbook as collateral showing deposits of $100. That in 
essence is exactly what is done under the National City 
plan except that the $100 is accumulated in the passbook 
over a period of one year instead of being there at the 
start. The two transactions are entirely separate. A man 
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borrows money at 6 per cent. and then he immediately 
opens a compound interest account, and puts the book up 
as collateral. As he continues to deposit regularly each 
month the total grows until, with interest, it reaches the 
amount of the loan at the end of a year. The account is 
then debited and the note paid. The additional signers 
required under our plan, are, in a sense, guarantors that 
if anything should happen that the deposits were not made 
by the borrower, they would make them in his stead. It 
is, of course, in the detail of investigating the credit of the 
signers, of seeing that those deposits are made, and in 
handling the transactions involved therein that the vast 
amount of work and expense in handling the business is 
involved. Any person over 21 years of age who earns a 
regular income from salary, commission or own business 
is eligible to apply for a loan. It is not necessary previously 
to have been a depositor in the bank. Loans are approved 
in denominations from $50 to $2000 depending on income, 
purpose and necessity of loan. Good character and steady 
employment are the basis of loans. Two signatures of re- 
sponsible persons as co-makers are required. Bonds, stocks, 
bank passbooks, life insurance policies may be offered as 
collateral, in which case the two co-makers are not required. 
No investigation fees are charged. Loans are repaid by 
making regular deposits in the Compound Interest account 
at monthly intervals and interest is allowed on these de- 
posits by the Compound Interest Department at the pre- 
vailing rate, compounded each month. It is generally re- 
quired that borrowers have been working or residing in 
New York City at least one year; that they are at least 
21 years of age; that they have been steadily employed 
at the same place at least six months; that their present 
employment seems permanent; that they obtain no other 
loans while the National City loan is running, without first 
consulting the bank. A co-maker may be a fellow em- 
ploye, office manager, employer, partner, merchant, pro- 
fessional man, relative—anyone of good character and 
satisfactory earning power. Persons receiving substantial 
salaries are preferred. Ownership of property is a desir- 
able though not essential qualification for a co-maker. 
Co-makers are protected by insurance which relieves them 
of all liability if the borrower should die before the loan 
matures. Also, by the bank making careful inquiry con- 
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cerning the responsibility of the applicant before granting 
the loan and by promptly notifying the co-makers in case 
Compound Interest deposits are not made on time. 

“This, then, is the substance of the plan which was put 
into effect and which has had hardly the slightest alteration 
since the department started. This plan was an experiment. 
I should say that we are still in the experimental stage. We 
are learning things every day. The National City Personal 
Loan Plan was projected as one of mass production from 
the day of its inception. It could not have been considered 
on any other basis. The limitation of our discount charge 
and the payment of interest on deposits made by borrowers 
gives us an extremely small margin on which to carry the 
very intricate expensive and detailed service that needs to 
be provided on every one of these small items. Therefore, 
it was necessary to consider it somewhat as a leading manu- 
facturer considers the manufacture of his product. He 
fixes the selling price first and then forces his cost of 
production to meet that figure, rather than building the 
product and fixing his selling price after the cost has been 
determined. That means, of course, a close study of every 
operation. It means a breakdown of many operations 
which are generally regarded as single ones. And that in 
turn means that the breakdown can only take place—that 
is, that one move can be divided into three or five or ten— 
if the volume is sufficiently large. The faith we had in this 
project is shown by the fact that we did not begin to meet 
our operating costs until the number of loans on the books 
exceeded 50,000. 

“The percentage of delinquencies is relatively small. 
However, it would be easy for the percentage to be very 
large if constant and intensive scrutiny were not applied 
to the record card in order to prevent delinquency becoming 
serious. About 95 per cent. of all deposits are made regu- 
larly on time. Of the remaining 5 per cent. many come 
in without any extra prodding being required. For the 
small percentage, however, who are late for one reason or 
another it does require very extensive collection effort. 
Of the approximately 250 employes engaged full time on 
this work, many are charged to the collection activity so 
that you can see that it is a rather large as well as expensive 
Job. And only through constant vigilance of this section 
of the work are possible losses held down to a nominal 
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figure. It would be very easy to permit losses to run to 
a point where the business would be very costly, indeed. 
It is necessary to do a great deal of reminding by telephone 
and by effective letters. You can appreciate the size of this 
particular phase of the job when you know there are more 
than 90,000 accounts on the books and that each record card 
must be personally inspected regularly—at least once every 
month—to determine whether or not deposits have been 
made as agreed so that the appropriate action can be taken. 
Those of you who figure interest several times a year can 
appreciate something of the magnitude of this operation. 

“We expect that the losses will be within the reserves 
set up when the final results are in. It is in the effective 
collection of the delinquent items that the answer to the 
question, whether or not such a business can be run at all, 
is to be found. Naturally with the very low cost on which 
our plan is conducted that is a very vital element. If, for 
instance, losses ran as high as 1 per cent., it would abso- 
lutely preclude the business being conducted as we are 
conducting it. These losses I am referring to are so-called 
credit losses—that is, where circumstances have arisen 
which have not made it possible to collect by ordinary 
means either from the borrower or the co-makers. That is 
where the legal section steps in and where the unpleasant 
phase of the business starts. Constant safeguards must be 
set up to prevent imposition in the way of forgeries, mis- 
representations and frauds of various kinds. The attempts 
must be nipped in the bud by careful sifting of the business 
and experienced handling of all applications. The number, 
however, would be very much higher if eternal vigilance 
were not exercised at the proper points, and if prosecution 
were not conducted vigorously in every case.” 

The necessity for volume is fully demonstrated by the 
department just described. A sufficient volume of high 
type small borrowers cannot be had in many small and 
medium sized cities. 

S. N. Wilson, manager, Personal Loan Division, Bank 
of America, tells us his bank has 427 branches in California. 
The Personal Loan Plan is installed and in use in 325 of 
the larger branches. “In California,” writes Mr. Wilson. 
“every bank of any size is now making personal loans with 
the exception of the mutual savings banks and two or three 
conservative old line banks.” It is understood that the 
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large chain banks in California are making a drive for 
personal loans and that competition among various agencies 
of personal credit is keen. The Bank of America was the 
pioneer in this field in the West and continues to carry 
“the largest volume of personal loans we have had since 
starting.” ‘This bank with its numerous branches further 
illustrates the possibility of profits in small credits when 
handled on a mass production basis. 

In 1934 The Personal Loan & Savings Bank, Chicago, 
Illinois, advanced $6,800,000 in personal loans. On July 
1, 1935, this successful institution had 25,750 individual 
loans on its books. Robert B, Umberger, vice-president 
and cashier, tells us: ‘We have been in this business for 
two decades and have graduated from the ballyhoo stage, 
which was so prevalent at the beginning and still holds in 
many quarters. There is nothing particularly novel in our 
line of work. . . . Facts and general principles upon 
which any finance business is founded apply in the conduct 
of our operation.” We asked Mr. Umberger to tell us 
something about the costs of making small loans. He be- 
lieves “There is one thing about costs of making small 
loans and that is that they are a good deal higher than 
most people think. It is easier to determine the costs in 
handling checking accounts and other current items incident 
to banking than to compute the costs of handling relatively 
long-term transactions. 

“Costs fluctuate with volume. They are influenced by 
the average loan, proportion of collateral and co-maker 
items, the length of time, management, methods of book- 
keeping and other factors. Some industrial banks are not 
too alert in following up delinquency which may add to the 
cost over a long pull. Policy varies with respect to charge- 
offs and this is reflected in the appropriation for actual 
losses loaded in the expense account. If business shrinks 
rapidly in one year and goes evenly for another and then 
increases, the expense factor is affected, for in any given 
year the expense of that year is not altogether the expense 
of putting new loans on the books—it includes the expense 
of taking loans of the prior year off the books. By the 
same token, the expense of a given year in the handling of 
annual volume is not the total expense against that volume, 
because in the ensuing year expenses are incurred to take 
the volume of the prior year off the books. 
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“The variety of business done by an industrial bank is 
also a factor in determining the cost per dollar loaned. 
One company might do a simon-pure personal loan busi- 
ness—I mean by that, loans secured by co-makers or col- 
lateral—and have no other departmental activities. An- 
other company, in addition to its strictly personal loans, 
may do a considerable amount of automobile financing, 
take checking accounts, and perform other collateral serv- 
ices. This restriction of activity or spread of activity 
affects the ability to trace the expense on the personal loan 
‘per se. And I suppose where commercial banks have a 
personal loan department this same complication arises in 
arriving at the actual costs of the personal loan. From my 
own observation in discussing this subject and the figures 
with bankers who have personal loans departments, I am 
quite confident that all the expense factors are not loaded 
into the department.” Far too often we think a direct 
profit is being made, which we are not getting at all. 
Mr. Umberger says that in his bank, which is a specialty 
bank doing very little beyond the handling of personal 
loans, their expense factor is about $6.50 a hundred for 
1984 including everything. Since 1928 the Personal Loan 
& Savings Bank of Chicago has been decreasing deposits 
“both by the reduction of interest paid and by refusal to 
accept new funds.” This policy was adopted because of 
their rather large invested capital. Although a savings is 
effected by the lesser rate on deposits, taxes are increasing 
to off-set the same. “There is one thing about the small 
loan business which more and more seems to intrigue people 
in even high station and that is some mystery about the 
rates of interest charged either on the discount basis or 
on the basis of interest on outstandings as practiced by 
licensed lenders. Many believe that the interest on small 
loans should be expressly stated when the transaction is 
made. Personally I cannot see how it can be done ac- 
curately, because the amount of interest paid on a given 
transaction will be influenced by the regularity or irregu- 
larity of payment. If it is true that there is turnover on 
the discount transaction, then there is turnover against the 
interest paid where a customer pays interest on the out- 
standing balance, making in both cases a higher effective 
rate than the stated nominal rate. 

“T think there is another illusion which fools even bankers. 
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If, for instance, the Federal Housing loans produce 9.72 
per cent. on the outstanding balance, the banker might be 
inclined to take the cost figures, even our own of 6.5 per 
cent., and draw the conclusion that they are making 3.22 
per cent. on an FHA transaction. Our rate of discount 
on our personal and collateral loans is 6 per cent. and 7 per 
cent. per annum, in addition to which we get a fee, of course, 
on co-maker transactions. Last year our resultant profit 
on volume was about 2.2 per cent. The 9.72 per cent. is 
the gross on the outstanding FHA transaction. The ex- 
pense factor, however, is rated on the original $100 loaned. 
Obviously, the expense factor is greater than 6.5 per cent. 
on the outstanding. It is not, of course, double, but it is 
at least in excess when you consider the money spent in the 
next year to take off the books the loans made in this year.” 

The accompanying statement of income and expense for 
the year 1934 of the Personal Loan & Savings Bank, illus- 
trates the surprising number of expense items accruing 
as well as reserve amounts, which must be set aside to cover 
interest on deposits, taxes and other contingencies. (See 
page 262.) 

John C. Rolph, vice-president, The Amalgamated 
Bank of New York, has not changed his conclusions about 
personal loans during the past five years. He gives the 
following facts about The Amalgamated Bank’s personal 
loan plan in the Savings Bank Journal. “. . . . We 
started in 1923 with a system of installment loans by the 
method of making a note for one year or less and giving 
the borrower a special interest passbook in which he was 
to make definite weekly or monthly deposits at such a rate 
as to retire the loan at its maturity. Ours was the first 
recorded use of this method. As an experiment it was 
interesting but unsatisfactory. It was costly because of 
the obvious duplication of work and it caused a great deal 
of friction with the customers. The whole plan was dis- 
carded in 1925, and replaced by a straight installment note 
repayable in ten monthly payments, highly simplified as to 
both bookkeeping and records. The interest rate charged 
Is six per cent. per year on unpaid loan balances with an 
additional chargeup to two per cent. for investigation 
Where necessary. Loans secured by passbooks are one of 
the exceptions to this fee. The department has operated 
at a reasonable direct profit after due provision for over- 
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PERSONAL LOAN & SAVINGS BANK 
STATEMENT OF INCOME AND EXPENSE—1934 


Operating Income 
Discount earned $419,746.62 
Investigation fees... 98,152.79 
Interest collected 
U. S. Government securities 6,325.39 
Other bonds 8,014.05 
Tax anticipation warrants.................... 13,332.37 
Profit on sale of securities.......................... 4,774.21 
Dividends—Federal Reserve Bank stock 4,500.00 
Sundry income 7,555.38 
PEGOUOEUNG TONNES oso eo eer aa 39,485.14 


Gross INCOME 


Operating Expense 
Salaries $130,734.48 
Directors’ fees ; 3,030.00 
Rent 31,100.00 
Stationery and printing 9,209.94 


Advertising 69,062.73* 


PAMMMMIE oh cca sae) fee See ceecenbtent sa se 7,957.79 
Insurance ................ 3,052.10 
Telephone and telegraph 7,912.91 
General expense 15,333.66 
Legal expense 3,598.30 
eee SESE Maeno nO By Fonte srpearge biel Sle a 2,693.92 
Moving expense 9,255.24 
Equipment... 1,849.13 
Miscellaneous 1,936.78 


OPERATING EXPENSE ................000cc00cceeeee 
NET OPERATING INCOME..................00..:- 


Reserve 
For interest accrued on deposits...:............ $28,077.17 


For taxes ........... 80,214.60 
For contingent reserve........................0000 43,320.66 


NET PROFIT. 
7.67 per cent. on capital. 


CONTINGENT RESERVE ACCOUNT 
Contingent Reserve—December 30, 1933.......... 
Reserve during year............ $43,320.66 
| _ gia okseaaee ee eschsveseeserestee ORCS 


Contingent Reserve—December 31, 1934 


*$12,000 extra a/c special advertising at time of moving. 


$601,885.95 


$296,726.98 
$305,158.97 


$151,612.43 


$153,546.54 


$77,096.25 
$1,874.15 


$78,970.40 
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head and probable losses. The latter, so far, have been 
almost negligible. Most of our borrowers come from the 
wage-earning and salaried groups. The chief purpose for 
these loans are as follows: ‘To cover expenses arising from 
sickness or death, or to consolidate indebtedness from 
these causes; to meet mortgage payments; to purchase 
house-furnishings in the open market rather than through 
installment houses. The bank has discouraged buying for 
luxury purposes; and would not, knowingly, advance funds 
on this plan for stockmarket speculation, but does make 
loans for the purchase of securities as an investment. We 
found no increase in demand for personal loans during the 
stock market decline. 

“From our experience we are convinced that banks 
safely and profitably can operate installment loan depart- 
ments at a cost to the borrower substantially below rates 
current among specialized finance institutions making simi- 
lar loans. ‘These remarks, however, do not refer to loans 
secured by chattel mortgages and wage assignments. 

“The psychology behind the small loan is not only to 
give the borrower funds at a reasonable rate of interest, 
but also to encourage him to save systematically once the 
loan has been repaid. The success or failure of the loaning 
officer should be measured quite as much by the degree to 
which he is successful in this regard as by the percentage 
of losses sustained over the years. We have been surprised 
at the frequency with which our customers take out a small 
_ loan and deposit the entire amount borrowed in our special 
interest department. They seem to find the increased 
stimulus to save well worth the money it costs them; that is, 
the difference between the interest they pay and the interest 
they receive.” 

Mr. Rolph feels small loans are particularly suitable to 
savings banks whose customers may have no other banking 
connections and are “consequently driven to the loan sharks 
in their extremities.” 

Whether or not small borrowers may be educated into 
savers has become a debatable question during the past few 
years. Facts tend to show that personal loans do not result 
in reforming most borrowers. 

Guy T. Mallonee, secretary, Clearing House Associa- 
tion of Richmond, Virginia, explains that “practically all 
the banks in our community operate personal loan depart- 
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ments. However, this class of business is not universally 
pushed by the larger banks.” 

While four small banks in Virginia have tried personal 
loans and “finally decided we could not charge sufficient 
rate” says one; “unemployment became too acute” reports 
a second; “we doubt ultimate profits—even on FHA loans,” 
responds the third, and the fourth “lost money and lost 
good will.” 

In Virginia it appears to be a problem of larger banks 
not wanting the business as a rule and smaller banks not 
being able to handle or obtain sufficient volume. This situa- 
tion holds true in many states. 

G. H. Leicht, assistant cashier, First National Bank, 
Glens Falls, New York, finds their personal loan depart- 
ment “fits in very nicely here. Loans are usually made for 
about one year and are usually paid in monthly install- 
ments. Illustrating a sample loan of $100.00 for one year, 
the discount is $6.00, proceeds $94.00. This bank uses the 
deposit plan whereby borrowers make deposits until there 
is a sufficient balance to charge and pay the face of the 
loan. All forms and stationery in the personal loan depart- 
ment are blue so that there is no confusion in handling dif- 
ferent types of loans. 

The Springfield National Bank, Springfield, Mass., 
operates what it calls the Retail Discount Department, 
which “absorbs all obligations of an installment nature 
which come within our policy. This department purchases 
good automobile paper, refrigerator paper, machinery 
equipment paper, and it makes loans direct to our deposi- 
tors only where it is obvious that the depositor could most 
conveniently repay over a period of months. We do not 
advertise, nor do we solicit any business. We find, however, 
that the department does a business of about a million 
dollars a year and believe we can fairly say that the loans 
are secure, liquid, and profitable.” 

Of quite a different nature is the report of a million 
dollar department in an Indiana bank which has discon- 
tinued personal loans after six years’ trial. This institu- 
tion found: 


(1) $50 loans when analyzed cost $4.17 to handle 


against a discount of 7 per cent. or $3.50. Most of their 
loans were small. 
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(2) Less than 5 per cent. of small borrowers became 
savers after loans were paid. 

(3) 57 per cent. of borrowers became chronic wanting 
to repeat or to increase their loans. “Our plan was doing 
them no good.” 

(4) “These small loans had to be investigated fully as 
carefully as larger loans running into the thousands of 
dollars.” 

(5) ‘We used six people in our personal loan division 
at first and when we reached a million in loans we used ten. 
This was almost double the personnel required for our 
commercial loan department. Profits of the two depart- 
ments were nowhere near the proportion.” 

(6) “It was necessary to give some collection service to 
one account out of every four.” 

(7) “The first year was our ‘jubilant’ period. Our loss 
experience grew gradually over a period of years, reaching 
a maximum at the end of the third year. Borrowers were 
very sensitive when we enforced collections—much more 
so than larger borrowers.” 

“We can see many advantages in popular advertising 
in little loans and some small profits in new customers. All 
of the advantages, however, in our department as weighed 
against costs, losses and final profits over our entire period 
of operation, do not indicate that we gained by our stay in 
the field. We believe small loans should, in the wide ma- 
jority of cases, be directed to companies engaged in han- 
dling this type of credit alone.” 

A strict decision against small credits of the above 
nature has not been quite so final in the case of many banks. 
Some feel small loans may be handled satisfactorily in good 
times and discontinued in less fortunate periods. A. C. 
Reichle, vice-president, The First National Bank of Port 
Arthur, Port Arthur, Texas, tells us that his bank started 
a personal loan plan in 1927 and continued it until the first 
part of 1931. “During this time many loans were made 
and our experience with this department proved to be 
satisfactory in a number of ways. Our first move was to 
take the $50 and $100 loans which were usually made for 
90 days out of our regular discount department and put 
them in the Industrial Loan Department. We found when 
such loans were made on a monthly payment plan the indi- 
vidual made his payments promptly. We had very few 
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delinquent payments and our losses were very small. This 
department was discontinued the first part of 1931 on 
account of unemployment conditions but was again put 
back into operation about the first of this year.” 

“Banking,” the official journal of The American Bank- 
ers Association, said in its July 1935 issue: “There is 
a considerable difference of opinion among commercial 
bankers as to the small loan field, many believing that it 
should be left to the Morris Plan type of institution.” This 
introduction is followed by a history of the origin and 
growth of one of the earliest ventures in small loan depart- 
ments in banks, that of the Hudson County National Bank 
of Jersey City, opened October 1, 1924. The bank believes 
its department was the first of its kind in an American 
commercial bank. “It provided loans up to $300 at 6 per 
cent. annual interest (discounted in advance) plus a service 
charge of one-half of 1 per cent. on the principal to cover 
investigation costs. . . . Repayment into a savings ac- 
count was required on a weekly, semi-monthly or monthly 
basis, the maximum being a year. The account drew 
interest.” 

The bank’s losses over eleven years have been negligible, 
total volume at head office and branches being reported at 
approximately $3,500,000. The bank feels that banks 
contemplating the small loan plan “must decide whether its 
community needs such a service. It is essential that the 
institution be in an industrial district.” Emphasis is placed 
on the necessity of having a small loan manager “qualified 
to handle the work” adding that “the Jersey City bank’s 
experience has been that a junior officer can serve in this 
capacity subject to the supervision of a senior.” Early 
errors of the bank include “unfortunate experience with 
forgeries”; learning to verify signatures before, instead of 
after, paying out on loans; and the correction and improve- 
ment of forms. The Department “advertised extensively” 
. and went after business by visiting executives of 
industrial and commercial enterprises. The bank has never 
loaned for luxuries and does not handle chattel mortgages. 
It lends for the purpose of paying debts, insurance pre- 
miums, taxes, expenses caused by birth, illness, death or 
education. ‘This institution feels that its department has 
been successful because it has given people in the com- 
munity assurance that here is a bank ready to help them 
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and that it will do business with anybody who can provide 
reasonable guarantees that the money will be repaid.” 

The Denver National Bank also reports experience for 
the past four years in small loans as “quite satisfactory.” 
Mr. Glen F. Foley, manager and assistant cashier, finds 
in their case that “payments may be conveniently handled 
by savings tellers: applications for loans, notification of 
delinquencies and so on are handled by personal loan officers 
and clerks.” Machine posting is used on the special ac- 
counts opened for each borrower. 

The Walker Bank & Trust Company, Salt Lake City, 
Utah, discontinued their department in 1931 because “so 
many people were being released from employment we 
thought it rather hazardous to continue. Since that time 
we have not operated this department. However, we have 
under consideration starting it up again, as we found it 
very profitable . . . We didn’t have a single loss.” 

Few banks are equipped to handle automobile collections 
direct. However, those few so located as to be able to buy 
car paper with recourse on local dealers, report highly 
favorable results. An Indiana bank states that since it 
was organized in 1928 “we have purchased from automobile 
dealers in this city 1581 contracts totaling $507,000 in 
automobile loans and so far we have had no losses on this 
paper.” This banks discounts with dealer endorsement and 
writes insurance, “premium for which is paid by the pur- 
chaser and included in the finance charges. Last year out 
of 266 deals purchased we only had seven repossessions 
amounting to $1800, which repossessions were paid for 
promptly by the dealers discounting this paper with our 
institution.” 

H. H. Reinhard, vice-president, Mercantile-Commerce 
Bank and Trust Company, St. Louis, Missouri, believed 
in 1929 that “The one big test of the ‘industrial loan plan’ 
whatever may be its method of operation, is: “Does it pay 
a profit? . . . As to whether the plan brought an in- 
creased number of depositors,’ he reports “twenty-nine 
banks said ‘yes’ and twenty-three ‘no’.” He reached a cor- 
rect conclusion when this type of loan was finding many 
enthusiasts not familiar with costs when he said: ‘The 
profit would appear to be largely a matter of volume and 
good management.” 

Quite obviously, one of the lures for many banks open- 





THE BANKERS MAGAZINE 


ing small loan departments is the opportunity such a de- 
partment may create to switch the small bracket loans that 
the bank has always been making, anyway, from a true 
interest charge to the discount rate. In the average large 
or small bank the number of loans below $2000, or even 
$1000, is surprisingly large, while the amount of the trans- 
actions, as compared with the total loan volume, is dis- 
couragingly small. 


ONE MINUTE CHART FOR DETERMINING PRO RATA 
REBATES 


On Flat Monthly Payment Discounted Notes Applies to all 
Discount Rates 


Per Cent of Discount to be Rebated 
umber of Monthly Payments For Which Discount Was Charged 


5 Months 
_6 Months 
_T Months 
_8 Months 

9 Months 
10 Months 
11 1 Months 
12 Months _ 
13 Months ~ 
14 Months — 
15 Months» 


cob por SG a Ss AT RE a 1 
ie, Sas eae 


18 Months 


It has been found helpful in using the chart to explain to the borrower that on 
payment loans most of the discount is earned during the early months. On a 
ten payment loan for example, ten times as much money is outstanding the first 
month as is outstanding the last month. 


* Deduct investigation costs, filing fees or other expense from discount before 
figuring rebates. 


Compliments 
THE FIRST STATE BANK OF KANSAS CITY KANSAS 
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It would appear from surface thinking that if all such 
loans could be relegated to .a special department, where 
interest double the traditional .““bank rate” could be charged, 
they might become more profitable. Something like this is 
indicated in the following news announcement clipped from 
the Union City (N.J.) Hudson Dispatch, February 17, 
1935: 

BANK TO MAKE SMALL LOANS 


TRUST COMPANY OF N. J. OPENS NEW 
DEPARTMENT TODAY 


Following the example of several leading New York banks, the 
Trust Company of New Jersey opens a personal loan department in 
all its offices today. As explained by Walter B. French, vice president, 
this is an extension of credit facilities to individuals of good credit 
standing. Requirements do not. make it necessary to be a depositor, 
but the loan applicant must have a steady source of income. Two 
co-signers are required, except on collateral loans and modernization 
loans placed through the FHA. The interest rate is six per cent., and 
there will be no charges for credit investigation or bonus or service 
fee of any kind. 

On a loan of $100 the applicant pays no more than $6. On FHA 
loans the applicant pays on the basis of $5 on a $100 loan for a 
year. The FHA loans may be made for a period up to three years but 
the personal loans must be paid off in a year, in equal monthly install- 
ments. 

Four classes of loans will be handled: To individuals with two 
co-makers for 12 months. To individuals with collateral security. This 
security may be stocks or bonds or insurance policies or a savings pass- 
book. To merchants without collateral and without co-makers. These 
are in reality the usual bank loans except that the smaller loans of 
under $1000 may be handled in this department. To owners of real 
property for repair and for modernization of homes or apartments or 
other properties to be handled through the FHA. These loans will be 
made on a 12 to 36 month basis. 

Offsetting the higher gross income from the discount rate, of course, 
is the fact that switching to the higher rate also means switching to 
installment collections, a more expensive procedure throughout than 
the one investigation, one loan and one collection operation formula 
for general loans. 





More profitable banking 


Banks in the future will have to depend 
more and more upon their ability to obtain 
a sufficient income from the consumers of 
their services to continue to operate at a 
profit, as former sources of banking income 
have been seriously curtailed. One sound 
source of income is the checking account 
service charge. 


120 pages, 64% x 91, $3.50 
Illustrated with charts and tables 


How to charge for this service correctly and 
scientifically is told in— 


Analyzing Checking 
Accounts Scientifically 


by FREDERICK W. HETZEL 
Assistant Treasurer, The Trust Company of Jersey City, N. J. 


If the service 

charge is here to stay and if it is to be accepted willingly by commercial bank 
depositors it must be based on a scientific analysis of each account and must be 
fair to all concerned. 


r is not enough to simply say “Let’s put on a service charge.” 


Also the process of analysis and the deter 
mination of the charge must be reasonably 
simple and must not be more costly in time 
and effort than the results warrant. 


The Chapters: 
. Our Present Difficulties. 
. The Problem. 


. Analyzing the Account. 
 ReteMiching 0 Princisic tor Mr. Hetzel in his book starts with the 


PES Leena. problem which is common to all commercial 
banks today and proceeds to show how this 
problem may be solved in a manner which 


. Expense Items. 
. The Problem of Float. 
. Rewarding the Profitable Ac- 


count. 


. Making an “‘Analastic” Analy- 
sis—Proof of Analysis. 


. The Use of Analysis Cards. 
. Graduated Charge Schedule. 


. When Reserve Is Computed 
on Net Balance. 


. Profit Base Employed Justified. 
. Expediting the Work. 
. Putting the Plan into Effect. 


. What a Deposit Is and How 
It Should Be Treated. 


will prove satisfactory not only to the bank 
but to the bank’s customers. 


A valuable feature of this book is the publi- 
cation, for the first time, of the author's 
tables which have been carefully worked out 
to determine the amount of charge required 
to rectify an account with deficient balance. 
These are based on a given reserve, a given 
yield and a given profit but may be changed 
to fit the circumstances of any bank. 


THE BANKING LAW JOURNAL, 465 Main Street, Cambridge, Mass. 
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BETTER BANK MANAGEMENT 


Investment Policies 


By 
MARSHALL C. CORNS 


This is the eighth of a series of articles 
on this subject which will appear in THE 


BANKERS MAGAZINE during 1936. 





OME losses in the investment account are inevitable. 
S This is partly due to normal losses which must be 

expected, but a greater portion of it comes from un- 
sound investment policies. In the past some bankers have 
sacrificed safety by trying to obtain higher yields on their 
investment and have given very little thought to systemati- 
cally arranging their investment accounts on a definite 
maturity basis to meet existing conditions. 'Too many bank- 
ers consider their investment account without taking into 
consideration its relation to their deposits. Consequently 
many unnecessary losses have occurred because their judg- 
ment has been limited by surface figures which could have 
been avoided by using the knowledge which comes from a 
simple yet concise control system. 

Today if you were to talk to a banker and ask him about 
his own institution he would probably know within a few 
dollars his total deposits and his total loans. He would 
possibly, but not probably, know the market value of his 
investment account. ‘But how many bankers today could 
tell us or have the records available in their own institution 
for their information the account valuation of their de- 
posits? Yet the relationship between investment policies 
and deposits is a deciding factor today in the management 
of our banks. 

National banks are permitted to loan to one individual 
10 per cent. of the unimpaired capital and surplus, and the 
ordinary state bank is allowed to loan 15 per cent. Different 
states, of course, have different laws in this respect. In 
smart banking the same rules and regulations would not 
only apply to commercial loans but would also apply to 
the bank’s investment policies. The borrowing limits of a 
bank, in other words, should apply to secured credit, to 
bond investments and collateral for secured loans. In the 
past few years when banks have been pressed for liquid 
funds they have rediscounted with the Federal Reserve 
Bank, borrowed from their correspondent banks or sold 
securities in an already depressed market, which in the final 
analysis in averaging up brought the yield return on their 
long term bonds to a short term level while still leaving 
them in a position to assume additional losses when further 
liquidation was necessary. 

What can be done by a bank to protect itself from such 
a situation? One solution for protection is suggested, and 
that is regular maturities for bonds. In other words, a 
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Invest in Improved 


.. « PUBLIC RELATIONS 


No matter whether your bank is new or old, large or small, its 
success in the last analysis depends upon the good will and friend- 
liness of the people of your community. . . . Here is a book 


which covers in detail the art of “public relations’’"—the technique 
of presenting your bank and its services in a favorable light. 


MERCHANDISING 


for Banks, Trust Companies and 
Investment Houses 


By L. D. MEREDITH 


HIS book discusses not just bank adver- 

tising, or selling banking services, but 
the whole ‘“‘merchandising process.” The 
author believes that bank services may be 
“‘marketed’’ on just as scientific a basis as 
manufactured products and that bankers 
should take just as much pains to analyze 
every step in the process which includes the 
four elements of merchandising, namely, 
market analysis, advertising, selling and 
publicity. 

Financial institutions offer a wide variety 
of services and these services interest the 
consumer for a wide variety of reasons 
demanding many different kinds of “‘ap- 
peals."” Between the producer, the bank or 
investment house, and the consumer there 
exists a wide gap which must be bridged. 
This means devoting careful and intelligent 
attention to the tastes of the consumers and 
to the methods by which the message of 
the offering institution may be conveyed to 
customers and prospects. 

This book doesn’t discuss means of get- 
@ ting “‘new business’ by ballyhoo methods 
only to find that the business thus secured 
costs far more than it was worth. But it 
does show how banks can analyze their 


The author of this 
book spent three years 
reviewing everything 
that has ever been 
written on the subject 
of bank advertising, 
selling or merchandis- 
ing methods. 


This book is not only 


a condensation of his 
own views and expe- 
rience in this field but 
it also reflects the best 
thought of many other 
practical authorities. 


merchandising problems, decrease their sell- 
ing costs and maintain the good will and 
good understanding of their present cus- 
tomers and future prospects. 

We would be glad to send this book on 
approval without obligation to any bank or 
banker in the United States. 


Price $5.00 delivered. 


BANKERS PUBLISHING COMPANY 


465 MAIN STREET 
CAMBRIDGE, MASS. 
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bank should have a minimum of 10 per cent. of its bond 
account maturing each year, and no bond should be pur- 
chased unless it matures within ten years. This, of course, 
only applies to long term securities and does not include 
short term government bonds, commercial paper, or bank- 
ers’ acceptances. 

In setting up investment policies seasonal fluctuations 
should be taken into consideration. For example, in deter- 
mining a sound loan policy for the bank previously analyzed 
we find that the capital, surplus, undivided profits, deposits 
exclusive of public fund deposits amount to approximately 
$2,100,000.00. Of this amount 15 per cent. or approxi- 
mately $300,000.00 should be ample to cover cash and due 
from banks; 40 per cent. of the balance of $1,800,000.00 or 
$720,000.00 should be set aside for unsecured loans to busi- 
ness and the balance of approximately $1,080,000 or 60 per 
cent. of the remaining 85 per cent. set aside for collateral 
loans, bond investments, and commercial paper. The total 
amount of funds invested in collateral loans, of course, de- 
pends on the location of the institution. In the manufactur- 
ing district this portion would be relatively small. In a large 
city bank or in a residential district this portion would be 
relatively high. Judgment of the existing community credit 
requirements is the deciding factor. The portion of the 
$1,080,000.00 to be invested in government securities or 
paper eligible for rediscount or in short term commercial 
paper should depend entirely upon the seasonal fluctuation 
of the deposits and other factors.. 

For sake of argument, suppose that the maximum of 
average borrowers on an unsecured basis represents 50 per 
cent. of funds available for unsecured credit and that the 
additional $378,000.00 represents seasonal business. In that 
case $378,000.00 of funds should be so invested that it 
could be readily converted into cash or other form of credit 
on demand, and should consist of short term government 
securities and commercial paper. 

Each bank, of course, has definite problems in respect 
to the investment of funds but definite policies should be 
determined and rigidly adhered to. Another angle that 
should have a material effect on the investment policy as to 
long and short term investments is the classification of 
commercial and public fund deposits in order to have ample 
protection on investments against the withdrawal of large 
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accounts. It is a good thing to remember that the greater 
the percentage of large accounts the greater the necessity 
for short term investments. 

In order to protect the bank against these large deposits 
and the accompanying losses that might be sustained in 
liquidating securities to provide funds for withdrawal, in- 
vestment policies should also cover in their additional short 
term requirement sufficient funds to take care of at least 
40 or 50 per cent. of the total deposits represented in this 
class. This percentage, of course, depends entirely upon 
the hold the bank can exercise upon the account. 


Public fund deposits are another source of trouble to 
most banks. The majority of banks in accepting public 
funds invest such deposits in the usual course of business 
instead of making separate provision for the investment of 
these deposits which will insure their being able to liquidate 
the deposits without incurring losses or unbalancing invest- 
ment policies. Public fund deposits, if on a demand basis, 
should be invested entirely in short term governmentals, or 
commercial paper not to exceed maturity of six months; 
and if on a time basis invested for the extent of the time 
maturity in like paper. If interest is paid on public fund 
deposits the interest rate should not exceed the average 
income return obtained from the investment of those funds. 
During the last several years many banks have suffered 
unnecessary losses by investing public funds in long term 
securities, commercial loans, and other types of investments 
often paying 2 and 8 per cent. interest on the deposit. To 
operate on a sound and practical basis the funds should 
have been invested in government securities or commercial 
paper at an outside yield of 1 per cent. allowing them to 
safely pay up to three-quarters of one per cent. One- 
quarter of one per cent., the net on invested funds, is a 
compensating return on this type of deposit. I will venture 
to say that if an analysis were made for a period of the 
past ten years you would find very few banks that did not 
handle public funds at a loss. 

If we apply the above suggestions to the bank in ques- 
tion, which percentages could be applied against other banks 
we would find funds to be invested as follows: 
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15 per cent. or $300,000.00 in cash and due from banks. 


32 per cent. or $672,000.00 set aside for commercial unsecured 
loans. 


53 per cent. or $1,122,000.00 set aside for investments as follows: 


(Approximate percentages) 
7 per cent. or $150,000.00 for commercial or short term govern- 
ment securities, 
(protection for large deposits) 


5 per cent. or $100,000.00 short term government securities or 
commercial paper. 


(public fund deposits) 


24 per cent. or $500,000.00 collateral loans, paper eligible for 
rediscount. 
(ordinary collateral transactions) 


31% per cent. or $75,000.00 in railroad securities having a maturity 
of less than ten years. 


314 per cent. or $75,000.00 in utility securities having a maturity 
of less than ten years. 


314 or $75,000.00 in industrial securities having a maturity of less 
than ten years. 


614 per cent. or $147,000.00 invested in municipal bonds, real 
estate mortgages, etc., having a maturity of less than ten 
years. 


(The last four classifications to be staggered so that 10 per 
cent. of the total mature each year and not more than 10 per cent. 
of the funds in each classification invested in more than one issue.) 


This set-up will work out very well for the bank we 
are discussing. The same plan if applied to other banks 
(taking into consideration, of course, district requirements) 
would provide a policy capable of handling any con- 
tingencies which might arise. 


‘ 
aun 
QZ 
as 





A 


